E BANKER, M AY 1935. 


cMAY 1935 2/6 


NKER 


Vol. XXXIV. No. 112 


Contents include 
EMPIRE RESERVE BANKS 
By Sir Cecit Kiscu, K.C.I.E., C.B. 
COMPUTING BANK CHARGES 
BANK SHAREHOLDERS, THE PUBLIC AND STAFFS 
THE OUTLOOK FOR GILT-EDGED STOCKS 
By HARGREAVES PARKINSON 
THE DEVALUATION OF THE BELGA 


THE GOLD BLOC 
FOREIGN BANKING CONDITIONS 


SOME LLOYDS BRANCH BANKS 
By Proressor C. H. REILLY 


Published by 
THE FINANCIAL NEWS LIMITED 
20 Bishopsgate, E.C.2 


oes VIVVVVVVVVYV 


Distinctive, Stylish, and 
Economical. In all the 
REGP most up-to-date patterns. 


gE 
SHIRTS2*°PYJAMAS S22(" ses 


LOOK FOR THE | |. by poice P eg re gp vot eee two collars, or plain shades, 
tores tin p 

REGISTERED If im dificulty my nisian. oie 1 O/ 6 each. 1 7/6 each. 

TAB. NONE to COURTAULDS LTD. (Dept. 


, 153M), 16, St. Martin's-le-Grand, Garments made to measure, subject to 
GENUINE WITH- London, E.C.1, for the name of your special quotation. 
nearest retailer. 








/}] Us 


iL 


BLADES, BAST & BLADES, Ltd. 


Established 1821. 
— CITY OFFICES: WORKS: 
= 17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones: Clerkenwell 3636, 3637, 3638, 
Telegrams : ‘* Identical, London.” 
BANKERS’ CHEQUE PRINTERS. 

BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 
PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, 
ETC., AND STATIONERY FOR MECHANISED BOOKKEEPING A SPECIALITY 


MTT aT (VIII TN wey HIN 
| | ill| ATT Ill II HI 


al | i ViLiil Hild Hil ll UII HG LN 


SUT TUTTLE LLL LLL LL ELL LULL LLL LLL es 


[ira 


i 


mI 


FUUIUTEOOONQQ000H000010 000001 


| 
! 


FUUVIIQQQNIUU2000000E00UE1 


Ili 


Sil UAUIQQUNCUIQNNAEOUONNNUUALIULLL 








THE 


South EHfrican Journal of Economics 
THE QUARTERLY JOURNAL OF THE ECONOMIC SOCIETY OF SOUTH AFRICA.) 


Foint Editors : 
PROFESSOR S. HERBERT FRANKEL. PROFESSOR R. LESLIE. 


Chairman, Board of Management : 
PROFESSOR C. S. RICHARDS, P.O. Box §316, Johannesburg. 


RECENT IMPORTANT ARTICLES 


WITWATERSRAND MINING POLICY: The Dominant Factors— By 
J. M. M. EwInG (June 1934). 

BUSINESS CYCLES IN SOUTH AFRICA, 1910-1933—By Pror. C. G. 
W. SCHUMANN (June 1934). 

SAFETY FOR SAVINGS—By Pror. E. H. D. Arnpt (September 1934). 

THE COMBINATION OF THE FACTORS OF PRODUCTION IN 
AGRICULTURE — By A. P. VAN DER Post (December 1934). 

CREDIT FACILITIES ON THE JOHANNESBURG STOCK EX- 
CHANGE—By M. H. EMDON (March 1935). 

LOGICAL ISSUES IN THE STUDY OF INDUSTRIAL LEGIS- 
LATION IN THE UNION By Pror. W. H. Hutt (March 1935). 


Single Copies at 6s. each and Annual Subscriptions £1 1s. from Messrs. P. S. KING 
& Son, Ltrp., 14 Great Smith Street, Westminster, London, S.W.1, or from the 
Chairman, Board of Management, P.O. Box 5316, Johannesburg. 





Vo! 








THE 


NK 


VoL. XXXIV MAY 1935 No. 112 








H.E. M. PAUL VAN ZEELAND 


(The Belgian Prime Minister and Minister of Foreign Affairs) 





THE BANKER 


A Banker’s Diary 


Mid-March—Mid-April 


MvuCH steadier conditions prevailed in the money market 
during the period under review. The clearing banks’ 
. decision not to buy or tender for bills at 
7 Money less than § per cent. has now become fully 
Market eee : : : 

effective, and as a result rates have now 
crystallised in such a way as to afford more tolerable 
conditions to the discount market. There is no } per 
cent. money now available, so that bill brokers pay the 
clearing banks } per cent. for loans against eligible bills, 
and 1 per cent. for other loans; while outside lenders 
as arule charge } percent. The market rate for Treasury 
bills of all maturities has been $ per cent., and the clearing 
banks have been fair buyers. The finest bank bills are 
bought by the discount houses at ,°; per cent., and 
sold to the clearing banks at $ per cent., thus yielding a 
turn of jk per cent. Under these conditions bill-brokers 
are now able to earn a small profit, and so are less under 
the temptation to take up an excessive quantity of 
securities. Moreover, with the opening of a new financial 
year, tender issues of Treasury bills are beginning to 
expand. The low point was touched on March 16, when 
the total number of Treasury bills issued by tender and 
still outstanding was only £357 millions against £449° 6 
millions on December 31. By March 30, the tender issue 
had risen to {360-4 millions, and by April 13 to £372° 
millions. So far discount rates have failed to rise in 
sympathy with this increase in the supply of bills, but the 
expansion in the Treasury bill issue makes some improve- 
ment in rates more likely. 


THE devaluation of the belga by 28 per cent. had un- 
favourable reaction upon all the gold currencies, and in 
consequence there has been a_ general 

The Foreign strengthening of sterling. Comparing the 
Exchanges pound with the dollar and franc on March 15 
when the position of the belga was becoming 

acute, spot sterling stood at $4°77 and Frs.72}. On 
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March 30, immediately before the belga’s devaluation, 
the spot rates for sterling were $4-80 and Frs. 73, while 
by April 11 sterling had risen to $4°843 and Frs. 73,5 
The French franc thas been consistently weak in New 
York, the dollar standing at Frs. 15-154 on March 15, at 
Frs. 15°18} on March 30, and Frs. 15-154 on April 11. 
Forward quotations for all the gold bloc currencies have 
been very weak. At one time the French franc for three 
months’ delivery was quoted at I10 centimes discount, 
or 6 per cent. per annum; the Swiss franc at IIo cen- 
times discount, or nearly 30 per cent. per annum; and 
Dutch florins at 30 cents discount, or over 16 per cent. 
per annum. There have also been heavy gold shipments 
from Zurich and Amsterdam, and lesser gold shipments 
from Paris, the gold ultimately going to either London 
or New York. By the middle of April the pressure upon 
the gold bloc currencies became momentarily relieved, 
and the forward rates improved to narrower discounts. 
The position of both Belgium and the other gold bloc 
countries is discussed in special articles later in this 
issue, but in the middle of April the prevailing impression 
in London was that Holland would not remain on gold 
at the existing parity for more than a few months. 


THE largest movement in the average returns of the ten 
clearing banks for March is the drop in discounts from 
{264-9 millions in February to £207-0 

March millions in March. This is mainly due to 


es the seasonal redemption of Treasury bills, 
Averages but a contributory factor was the decision of 


the clearing banks on February 22 not to 
buy bills at less than $ per cent. This has diverted a 
certain number of bills from the clearing banks to the 
discount market, and it is noticeable that call and short 
loans have increased from {127-0 to £133-4 millions. 
Advances have risen from {755-7 to £766°8 millions. 
This is a most satisfactory movement, for it is mainly 
due to increased industrial and commercial borrowing 
and in particular to the spring revival in the building 
trade. Investments have increased from {£606°4 to 
£614°4 millions, but cash is practically unchanged at 
{214-0 millions. Deposits have fallen from fr, 954°I 
to £1,923°3 millions, mainly, as a result of tax payments 


H 
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and the use of the proceeds for the redemption of 
Treasury bills held by the banks. 


THE March trade returns show a substantial improve- 
ment over last month. Compared with a year ago, imports 
have fallen by {1-4 millions, which is due 
ee. entirely to the decrease in imports of raw 
Trade materials and articles mainly unmanu- 
factured. Exports, however, show an 
increase of {2-9 millions over March, 1934. The actual 
returns are summarised below : 
Mar., 1934 Feb., 1935 Mar., 1935 
£ mill. £ mill. £ mill. 
Imports bas _ jie 61°9 56°3 60°5 
“xports eins eee ann 33°1 34°1 
Re-exports < np wai 5°6 4°4 
Total exports ... : _ 38°7 38°5 
For the first quarter of the year imports have decreased 
from {183-7 millions in 1934 to £178-3 millions in 1935. 
Exports have increased from {94-7 millions to {105-5 
millions, and re-exports show a decline of £10 millions. 
The adverse trade balance has thus been reduced from 


£74-1 millions to £58-9 millions. 


Mr. NEVILLE CHAMBERLAIN’S fourth Budget continued 
the process of relaxation of burdens which was begun in 

1934. The year 1934-35 closed with a 
The Budget surplus of £7,561,879 in addition to debt 

redemption out of revenue of £12,342,768. 
These figures, though gratifying, were lower than those of 
the previous year, when revenue exceeded expenditure 
other than debt redemption by £42,202,120. Moreover, 
it was already known before the Budget that the 
Estimates for the Supply Services for 1935-36 showed an 
increase of {£20,866,000. Fortunately, however, the 
Chancellor of the Exchequer was able to estimate a 
revenue of {21,521,000 more than in 1934-35 and after 
allowing a margin of {4,000,000 for Supplementary 
Estimates, this left him with a prospective surplus of 
£5,610,000. This figure was raised to £11,025,000 by 
several minor changes in taxation, an increase in the duty 
on heavy oil for road vehicles and by appropriating the 
balance of £4,470,000 in the Road Fund. This surplus 
was distributed by abolishing entertainments duty on 
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seats costing 6d. or less and reducing it on more expensive 
seats at entertainments where there are living performers, 
by making various adjustments in the income-tax allow- 
ances, designed to assist the small taxpayer and the 
family man, and by restoring the second half of the 
“cuts ”’ in salaries and wages imposed in 1931. There 
is no doubt that this Budget will be popular in wide 
sections of the population and it represents, on the whole, 
a continuation of the sound principles of finance to which 
Mr. Chamberlain has always adhered. On one or two 
small points, however, it lays itself open to criticism from 
the point of view of orthodoxy. “ Raiding ”’ the Road 
Fund involves the application of a non-recurring capital 
item to current expenditure. Next year’s revenue will 
be short by this amount; moreover, the cost of restoring 
the income-tax allowances, which is to be £4} millions 
this year, will be £10 millions next year. Lastly, it had 
been hoped in some quarters that a beginning would be 
made with the systematic redemption of debt by the 
provision of a sinking fund. 


TuIs is the season of the annual meetings of the Eastern 
Exchange banks, and as usual some interesting and 
valuable banking views on India have been 

— expressed. The recent failure of a London 
firm of merchants with Indian connections 

has naturally attracted some attention, but there is no 
need for the smallest anxiety so far as the banks are 
concerned. Mr. Ryrie, at the Mercantile Bank meeting, 
wisely took the shareholders into his confidence. The 
Mercantile Bank, he explained, had not suffered more than 
others. Only one loss of a substantial nature was likely 
to accrue, and full provision for this had already been 
made in the 1934 accounts. Sir Charles McLeod, at the 
National Bank of India meeting, admitted that trade 
was still depressed so that the banks were suffering from 
“ over-liquidity.’’ In the course of an exhaustive review 
of Indian conditions he alluded to the aid obtained by 
India from her continued exports of gold. Mr. Willis 
however, at the Chartered Bank of India, Australia 
and China meeting, reminded his audience that the gold 
outflow could not continue indefinitely, and that so far 
H2 
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Indian exports were insufficient to replace the continued 
gold shipments. Mr. Mackie at the Hongkong and 
Shanghai Bank meeting, naturally looked farther East. 
The Chinese situation was very confused, and American 
silver policy was only partly to blame. He spoke hope- 
fully of Indian trade, which he considered to be on the 
mend. Even so, the general impression left by all these 
speeches is that conditions in the Far East still leave ample 
room for improvement, and the most that can be said 
is that the Eastern Exchange Banks themselves remain 
thoroughly liquid and sound. 


Empire Reserve Banks 


By Sir Cecil Kisch, K.C.LE., C.B. 


HE chain of Empire Central Banks has_ been 
enlarged, if indeed it has not been completed, by 
the opening of the Reserve Banks in Canada and 
India for business in the last few weeks. This gives some 
interest to the constitutional provisions reg sulating these 
new organisations and the other Reserve ‘Banks “within 
the Empire, and examination of their charters from the 
comparative point of view brings out a number of points 
which involve either departures new in themselves or 
adaptations of practice to the demand of present-day 
conditions. 

The newly established Empire Central Banks have 
come into being at a time of currency disorder when 
British sterling itself, which may be regarded as in most 
cases the mother currency, is subject to wide fluctuations 
in terms of gold. As a result of this position the 
provisions dealing with the exchange obligations of the 
new Empire Central Banks present some novel features. 
In the case of New Zealand provision is made by the 
Reserve Bank Act for the convertibility of New Zealand 
notes into sterling in London and vice versa, but no legal 
prescription is laid down regarding the rate of exchange 
at which the transactions are to be effected. According 
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to the Statute the rate of exchange is to be fixed by the 
Bank. It might at first sight be thought that such a 
provision goes further than is proper inasmuch as it 
appears to entrust what should be a public responsibility, 
as affecting the national life, to a private institution. 
The normal practice, as is well known, is that the exchange 
rate, whether expressed in terms of gold or of an external 
currency, should be defined bystatute, which thus provides 
the rule according to which the Bank must work. But 
it is not for the Reserve Bank to make the rule for itself. 
When convertibility, at a rate prescribed by the Legis- 
lature, is suspended by the State, the event requires 
responsibility for the de facto rate and the management 
of the exchange to revert during the period of instability 
to the State which acts in close association with the 
Central Bank and employs it to carry out its policy. 
Such, for example, is the constitutional position under 
which the Exchange Equalisation Account established 
by Parliament is worked in the United Kingdom. Though 
in New Zealand the law appears to leave the Bank with 
authority to fix the rate of exchange for the convertibility 
of New Zealand currency, the case is not in reality as 
anomalous as might appear, and the part that the State 
plays in the matter is brought out by a provision in the 
Finance Act of 1934. This lays down that whereas a 
definite relationship between the currency of New 
Zealand and sterling has not been fixed by Statute, 
appreciation or depreciation in the assets of the Reserve 
Bank, due to the legal fixation hereafter of a definite 
relationship between New Zealand and British currency 
or due to an alteration in the rate of exchange, should be 
either credited to or charged against the Consolidated 
Fund. This introduction of State interest implies that 
during the period of legal instability the final word on 
exchange policy rests with the Government. 

It will be recalled that when the Reserve Bank of 
New Zealand started operations in the summer of last 
year its first public pronouncement on the matter of 
exchange was to the effect that it intended to retain the 
then existing rate for a long term unless there was some 
fundamental change in the economic situation. This 
declaration of policy accords also with the line recently 
taken by Sir Claude Reading, the Chairman of the 
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Commonwealth Bank of Australia, when he described 
as irresponsible the rumours that the Commonwealth 
Bank proposed to alter the rate of exchange between 
Australia and London. He declared that the Bank’s 
deliberate policy over the last three years had been to 
maintain a steady rate and expressed the view that the 
maintenance of this stability was still of the utmost 
importance. In the case of Australia the constitutional 
relations between the Government and the Bank, which 
is closely linked to the State in various ways and which 
has no private shareholders, would ensure that no 
alteration in respect of exchange was made otherwise 
than with the approval of the Government, which clearly 
could not leave the determination of the exchange to the 
discretion of the Bank. 

From the legal side the cases of Australia and New 
Zealand suggest a criticism which also perhaps applies 
nearer home. When convertibility is suspended by the 
Legislature and Central Banks are relieved of all exchange 
obligations, it is not explicitly declared by statute that 
the responsibility for exchange policy is assumed by the 
State. The close co-operation that exists between 
Governments and their Central Banks ensures that this 
will be in fact the position, and during a period of in- 
convertibility no Reserve Bank would contest the 
authority of the State in the matter. From the public 
point of view it is of importance that this point should be 
properly appreciated. The disadvantages inherent in the 
position, which vary in degree in different countries, 
provide one of the strongest motives for getting back as 
soon as circumstances allow to a position in which the 
exchange responsibilities of Central Banks are again 
legally defined. 

The case of the Indian Reserve Bank is more simple 
than those referred to above, seeing that it has merely 
taken over the responsibility, hitherto imposed on the 
Government under the law, of maintaining the rate of 
exchange between the rupee and sterling at the parity 
of rs. 6d. The Indian Reserve Bank Act, differing here 
from the Australian and New Zealand cases, lays down 
upper and lower sterling points analogous to gold points 
under a gold standard, which limit the range of fluctuation 
in the rupee exchange to between Is. 6;;d. and Is. 5$3d. 
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per rupee.* At these rates the Reserve Bank is a seller 
and buyer of rupees without limit of amount. 

Currency history in South Africa has proceeded 
somewhat differently, but the recent trend here has also 
been towards strengthening the link with British sterling. 
It will be remembered that following the suspension of the 
gold standard in the United Kingdom, South Africa 
sought for a period to maintain the gold standard, and 
its currency was divorced from sterling. This proved 
unsatisfactory, and when the position became untenable 
the South African pound was eventually brought to a 
parity with British sterling. In order to fortify the 
Bank’s position, the South African Legislature passed an 
enactment in 1933 authorising the South African Reserve 
Bank to buy and sell securities expressed in non-Union 
currency, and to operate in gold, to the extent and in the 
manner desired with a view to preventing undue fluctua- 
tions between Union currency and United Kingdom 
currency. The statement by Mr. Havenga, the Union 
Finance Minister, in March last repudiating the suggestion 
that a change in the relation between South African 
currency and the pound sterling was impending, accords 
with the policy embodied in the enactment in question. 
The position of Canada, subject to the dual pull of the 
American dollar and the British pound, has always been 
different from that of the other Dominions. Whatever 
anomaly there may have been in the Canadian situation 
following the suspension in Canada of the gold standard 
is not affected by the terms of the Bank of Canada Act. 
The Canadian dollar, it will be recalled, became divorced 
from gold before the British suspension of September, 
1931, and lately it has been influenced in the main by the 
dollar. But the Bank of Canada Act lays down no legal 
link with either British pound or American dollar, and the 
Canadian dollar constitutes a technically independent 
standard, which will doubtless continue to be managed 





* The suspension of the gold standard in the United Kingdom in 
September, 1931, did not involve any modification of Indian legislation 
when the rupee was then linked to sterling. Legally the figure for the 
former lower gold point became the lower sterling point, but the upper 
sterling point was theoretically variable according to the sterling price 
of gold. Actually, there has been no question of this rising above ts. 6.d. 
but the Reserve Bank Act now provides a degree of precision that was 
wanting after September 18, 1931. 
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with regard to the financial and trade interests of Canada 
in both London and New York. Apart, however, from 
this case, one may regard the general effect of the recent 
Central banking legislation in the Empire as creating a 
powerful sterling constellation. |The provisions in the 
various countries go a long way towards creating an area 
of exchange stability and represent in a practical form 
the creation of an Imperial currency standard which still 
leaves the constituent members of the group in final 
control of their currency arrangements. 

The legal provisions governing currency reserves 
throughout the Empire accordingly take account of the 
fact that the link to-day is in the main with sterling and 
not with gold. In Australia, New Zealand and India the 
statutory conditions treat gold and sterling as equally 
eligible reserve assets, with the qualification in the case of 
India that the holding of gold, valued by law at pre- 
suspension parity, should not be reduced below Rs. 40 
crores, which is approximately the amount held at the 
present time. The Indian Reserve Bank is obliged to 
maintain a minimum proportion of 40 per cent. cover in 
gold or sterling against its note liability. In Australia, 
where the Act was amended in 1932, the law provides 
that the cover for the note reserve in gold or English 
sterling should be raised by stages from 15 per cent. 
in June, 1933, to 25 per cent. after June, 1935. This 
last-named figure is also the minimum reserve proportion 
laid down for the Reserve Bank of New Zealand. In 
these three cases the reserve arrangements hinge definitely 
on a standard based on British sterling. Prior to the 
currency difficulties of recent years Australian and New 
Zealand pounds used frequently to be spoken of as 
though they were identical with British pounds. This 
became a source of confusion when the Dominion 
currencies depreciated substantially below British sterling 
parity. It has now become necessary to treat these 
currencies definitely, as they were always in fact, as 
independent currencies and this point comes out inthe 
reference to “ English sterling ’’ contained in the Common- 
wealth Bank Act. 

In Canada, where, as already mentioned, the currency 
looks both to the dollar and to the pound, and South 
Africa, whose case is different by reason of her position 
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as a gold producer, the reserve requirements are differently 
conceived. In Canada the Bank’s reserve against note 
and deposit liabilities must include at least 25 per cent. 
in gold coin or bullion, and the foreign exchange factor 
in the cover may include balances with the Bank of 
England or the Federal Reserve Bank in New York or 
other Central Banks conducting a gold standard, three 
months’ Treasury Bills or other similar obligations of the 
United Kingdom or United States Governments, and 
commercial bills of similar maturity payable in London 
or New York or a country on the gold standard. South 
Africa also requires a minimum gold reserve ratio, but 
the figure is now 30 per cent. as against 40 per cent. 
prior to the amendment of the law in 1933. In these two 
last-mentioned cases the obligatory gold requirements 
have, in accordance with the recommendations of the 
Gold Delegation at Geneva and the views of other 
authorities, been scaled down below the ratio of 40 per 
cent., which used to be regarded as the conventional 
minimum. Though the world gold position has been 
profoundly modified by the devaluation of the dollar 
and the depreciation of the pound, and though there is 
now no threat of a gold shortage, the future redistribution 
of gold still remains one of the problems that has to 
be resolved, and the liberation of gold by the reduction 
of reserve ratios may still contribute usefully towards 
its economical employment when more normal conditions 
return. Before leaving this question of reserve ratios 
it is of interest to note that in South Africa, New 
Zealand and Canada the Banks’ statutory reserves are 
based on both note and deposit liabilities. In the case 
of Australia and India these are based upon note liabilities 
alone, and in these two countries the Banks’ accounts are 
divided into two departments, note issue and banking, 
thus following British practice, which, in general, has 
not been imitated by the framers of central bank charters. 

A point of some interest relates to the provisions 
governing the suspension of the reserve requirements 
under conditions of emergency. This was, in the case of 
various Central banks on the Continent, allowable for a 
limited period with the authority of the State subject to the 
enforcement of a high discount rate and to the payment 
by the bank of a tax to the State. The purpose of the 
























8 2 THE BANKER 


tax, of course, was to encourage timely action by the 
bank for the protection of its reserves, when they were 
subject to drain, so that the process of attrition might be 
arrested before the statutory minimum was reached. 
Though the tax has been applied at times in various 
countries there does not seem any particular reason for 
thinking that it has exerted any potent influence in the 
direction of sound central banking. The financial burden 
of the tax on the bank was in any case slight, and in so 
far as the State, as usually happened, received the residual 
share of the bank’s profits it was a matter of indifference 
whether this was taken in the form of tax or surplus. 
The effect of the tax was moral as it was assumed that a 
bank would seek to avoid or escape from a situation in 
which it was liable to a tax on the deficiency of its reserves, 
and was publicly known to be so liable. During the crisis 
central banking policy has inevitably come under an 
increased degree of State influence, and a less rigid view 
regarding reserve requirements is probably taken to-day 
than was the case when Continental bank charters were 
drawn up. The recent legislation setting up the various 
new Empire Central Banks does not take a uniform line 
on the subject of the tax on deficiency in statutory 
reserves. The South African law which formerly included 
provision for the tax, abandoned it in 1933, and in Canada 
the Government may, at the request of the Board, 
suspend the obligation to maintain the 25 per cent. gold 
reserve ratio for sixty days at a time, but there is no 
provision for deficiency tax. In the case of India and 
New Zealand, on the other hand, the bank incurs a 
liability for paying tax to the State when the normal 
minimum reserve ratio has to be suspended. The inci- 
dence of the tax, for what it is worth, has clearly to be 
considered in relation to the general conditions governing 
the distribution of the bank’s profits between share- 
holders and the State. In the case of New Zealand and 
Canada shareholders are entitled to a cumulative dividend 
of 5 per cent. and 44 per cent. per annum respectively, 
but they have no interest in surplus profits which accrue 
either to the bank’s reserves or to the State. In the case 
of India and South Africa, on the other hand, the share- 
holders have a limited interest in surplus profits over and 
above the fixed cumulative dividend of 6 per cent. and 34 
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per cent. respectively. It will be seen from this discussion 
that opinions have not yet crystallised on these matters, 
and that the question has been differently judged in 
different countries. On the whole it would seem that if a 
Reserve Bank is not deterred from mishandling the credit 
situation by its general responsibilities, the imposition 
of a tax, the burden of which is vicariously borne, 
cannot be expected to have any material effect. 

Those responsible for drawing up the charters of the 
Reserve Banks in South Africa, Canada, New Zealand 
and India have endeavoured to invest the new Reserve 
Banks with the character of a true bankers’ bank, and to 
limit the sphere of competition with other banks. In 
these four cases, as in the case of various Central Banks 
on the American continent, the commercial banks are 
under obligation to maintain a prescribed balance withthe 
Central Bank. The amount is determined with reference 
to the banks’ deposit liabilities to their customers, and the 
proportions, which are generally different in respect of 
demand and time deposits, are not uniform. In South 
Africa the cash reserves to be maintained in the Reserve 
Bank by other banks are fixed at a minimum of Io per 
cent. in the case of demand liabilities and 3 per cent. in 
respect of time liabilities. The corresponding figures in 
the case of New Zealand and India are 7 per cent. and 
5 per cent. in respect of demand liabilities, and 3 per cent. 
and 2 per cent. in respect of time liabilities respectively. 
In the case of Canada no distinction is made between time 
and demand deposits, and the prescribed reserves to be 
maintained by the chartered banks at the Reserve Bank 
are fixed at a minimum of 5 per cent. of their deposits. 
The adoption of a single rate has the merit of negativing 
any tendency on the part of commercial banks to manage 
the character of their deposits with a view to reducing the 
balance they must retain at the Central Bank. From 
this point of view the Canadian plan is to be commended. 

A question of importance in the establishment of new 
Reserve Banks relates to the constitution of the Banks’ 
reserve fund, which is to be distinguished from the 
statutory reserves against note or deposit liabilities. It 
is normally provided that the allocation of the residual 
share of profits which in the main goes to the State 
should be contingent on the bank maintaining an adequate 
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reserve fund. If, during the early years of its existence 
the bank has to devote a substantial part of the profits 
to building up its reserve fund, it follows that the State 
must wait for its full participation in the profits while the 
fund is being established. In order to meet this difficulty, 
and to fortify the bank’s position from the outset special 
provision was made in the case of the Reserve Bank of 
New Zealand and the Indian Reserve Bank. These are 
both shareholder banks, but in each case it has been 
provided that the bank should come into being with 
its Reserve Fund fully built up from a contribution 
by the State, in the case of New Zealand the amount being 
£1,000,000, and in the case of the Reserve Bank of India 
Rs. 5 crores. In the case of New Zealand the amount 
represents twice the paid-up capital of the bank, and in 
the case of India the sum is equivalent to the bank’s 
share capital. So long as these Reserve Funds remain 
intact the State’s participation in the bank’s profits is 
not abated by any statutory contribution from profits to 
the Reserve Fund. In the case of India the contribution 
to the bank’s Reserve Fund takes the form of a transfer 
of Government securities, and in the case of New Zealand 
the contribution might be made in cash or Government 
securities. It will be seen that the device of establishing 
banks with their Reserve Funds ready-made can be 
applied without entailing additional net expense by the 
State which thereby enters into its full rights of participa- 
tion in profits at the outset of the bank’s career. In 
Australia, while the State takes the net profits of the note 
issue, one-half of the banking profits of the bank are 
credited to the bank’s Reserve Fund, the balance going to 
the National Debt Sinking Fund. On December 31, 
1934, the Reserve Fund which stood at £1,925,000, was 
equivalent to nearly half the bank’s capital account of 
£4,000,000. The Australian case differs, however, from 
those that have been mentioned in that no part of the 
bank’s capital account has been provided from private 
sources, while it is also laid down by law that the Common- 
wealth shall be responsible for the payment of all moneys 
due by the bank. Apart from the Reserve Fund the 
Commonwealth Bank has also built up a special reserve 
of nearly £4,000,000 in its Note Issue Department from 
the premium realised on gold sold during the crisis period. 
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The amount of the premium was required to be transferred 
to a special reserve so as to be available as need arose for 
the purpose of stabilising exchange or for the general 
purposes of the Note Issue Department. 

While it has not been possible within the limits of this 
article to refer to all the points that merit comment, it has 
seemed worth while to study these recent Bank Statutes 
in some detail, as they may be presumed to represent the 
teaching of experience gained during the post-war 
period which has witnessed the creation of many new 
Central Banks and the development of central banking 
methods. It is also perhaps of particular interest to 
note the various ways in which the crisis has influenced 
the technical side of central banking within the Empire. 
Although the crisis has itself led to the abandonment in 
many cases of principles which were formerly deemed 
sacred, one may perhaps hope from the activity in the 
creation of new Central Banks that this abandonment is 
only temporary, and infer that trust in the politically 
independent reserve bank as the best available monetary 
authority is still unshaken. It is, at any rate, an en- 
couraging reflection that when the gates of international 
trade are again opened the Empire will find itself equipped 
with a group of Central Banks founded on modern 
experience and capable of contributing, in their respec- 
tive spheres, to the solution of common problems in 
finance and economics. 


Computing Bank Charges 


By a Correspondent 


HE adoption of a simple but scientific method of 
computing the value of an individual banking 
account and of arriving at appropriate bank charges 
in cases where such are necessary, is a matter worth the 
consideration of bankers, particularly under present 
conditions. 
Before the War the practice had grown up, and has 
largely persisted since, of estimating from the general 
appearance of an account by the manager or other senior 
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officers what charge should be made on an account at the 
end of each half-year for services rendered, when it is 
apparent that the credit balance maintained in the period 
under review is insufficient to cover the working and 
responsibilities entailed. This charge may sometimes 
include the total of actual interest incurred upon over- 
drafts which there may have been during the half-yearly 
period, and unless the interest is negligible it will be 
calculated from day to day. 

In many instances an unsystematic method of assess- 
ment may work well; senior clerks intimate with the 
various accounts, may be familiar with their general 
working, and base the charge upon personal knowledge 
of services given; their experience suffices to ensure a 
fair estimate. 

With the growth of banking business such methods 
will not always be practicable, and for some years past 
many banks have worked on the principle of an agreed 
“ free balance ’’ of sufficient value to cover the estimated 
work and consequently interest at an agreed rate for 
amounts in excess of this balance is allowed, while in- 
terest is charged from day to day on the amounts by 
which the daily balance falls below the mark. 

Another plan is to charge a percentage on turn-over, 
but neither this nor the “free balance’’ method is 
adapted to the large and ever-growing number of small 
accounts, the working cost of which is disproportionate to 
the balance maintained, since book-keeping and clearing 
expenses are just as large for an item of {2 as for one of 
£2,000. A more scientific method is to cost at so much 
per unit, taking a unit asa ledger entry. To these can be 
added, if it is thought advisable, further units in respect 
of otherwise uncharged-for services, but sometimes the 
bank may be content to treat only the debit items in the 
ledger as units. 

Banking experience is that services which in the past 
may well have been covered by the credit balances which 
the old-time depositor habitually maintained, are expected 
by the present-day depositor, although he may not pay 
for them indirectly by maintaining an adequate credit 
balance. On the whole, although unfortunately there are 
exceptions, the justice of paying for these services by a 
special charge is recognised. In America the subject of 
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bank charges has been one of considerable controversy of 
late, and it must be admitted that in this country bank 
charges are also too often a bone of contention, and are 
apt to give rise to friction between banker and customer. 
Such unpleasantness may be gradually mitigated, if 
not removed altogether, when a bank is able to offer its 
customer a simple explanation of the method by which 
the charge has been computed which, after all, it is not 
unreasonable for the customer to expect. 

Now that money rates are abnormally low, many a 
current account in credit, the value of which would 
formerly have earned a considerable number of free 
transactions, has become by comparison of small account, 
and a customer who becomes liable to a charge which in 
normal times the nature of his account would have 
avoided, may require a simple explanation as to why this 
should be necessary. 

Clearly then the case for a scientific method of assess- 
ment is a strong one. 

The writer will not attempt to lay down what actual 
charges should be made for various banking services. 
These must depend upon the nature of different types of 
banking business, and be fixed at the discretion of the 
banker, who must decide how much each unit should be 
rated at, and which transactions should be reckoned as 
units. We will assume for calculation that units are 
costed at 3d. or 6d., and that only debit items in the 
ledger are taken into account. 

There remains then the value of the average balance, 
which may be taken at present as worth I per cent., 
possibly optimistically, or alternatively, } per cent., 
the present deposit rate at seven days’ notice. Possibly, 
the banker may take into account the factor of the 
minimum balance, and be disposed to value it at I per 
cent. and the remainder of the balance at } per cent. 
The method suggested will be equally adapted to varying 
rates under different conditions. 

The average balance is readily ascertained by a glance 
at the product column of the ledger within the nearest 
{10 or {20. If the account is a long one and the balance 
varies considerably, this will be arrived at with sufficient 
accuracy by adding together the average balance of each 
month and dividing by 6, but the majority of accounts 
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liable to charge present a picture from which an estimate 
of the average during the half-year, and the actual 
minimum balance, will be formed at a glance. 

Now, if we take the nimble 6d., which before the War 
was estimated as the cost of each ledger entry to a banker— 
thus it is not likely to have fallen below 6d. since—and 
assume an average balance of {100, it will be seen that 
at I per cent. the actual Ios. interest will cover 20 free 
items in the half-year. This means that to escape a 
charge a customer must maintain an average balance 
of five times in pounds the number of units during the 
half-year, and conversely, one-fifth of the average balance 
represents the number of transactions or corresponding 
units that can be effected free of charge. The excess of 
units, therefore, is charged for, and half of these will be 
the computed bank charge in shillings. 

To illustrate the formula on the basis of Ios. for 20 
units, and I per cent. on the average balance, we will 
take the latter to be £200 with 170 units during the half- 
year. To divide the average balance by 5 it is quicker, 
of course, in practice to multiply by 2 and knock off an o. 
We thus have: 

1. Average balance £200— 
Total units... oui rn ns 170 
Free units... be ne -_ 40 


Chargeable units wile _ ...  2)130 


Charge for half-year ... vi “ee 65s. 


At the present time I per cent. is an over-generous 
rate if it is worked out on the value of the balance from 
day to day, but on the other hand, to allow only $ of 
I per cent. on the daily balance, though it may be fair to 
the banker, may raise charges higher than he would care 
to debit his customer with. A compromise suggested 
which seems fair all round, would be to allow I per cent. 
on the minimum balance to which the account may fall 
during the half-year, but to allow only $ per cent. on the 
remainder which makes up the average balance. This 
principle seems more scientific, and for the purpose of 
calculation is perfectly simple. 
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All that is necessary is to add the minimum balance 
to the average balance, and to deduct a tenth instead of a 
fifth of the sum of these from the total of the units, 
leaving a result which, as before, is twice the number of 
shillings to be charged. Thus :— 


2. Average balance {200 Total units... 170 
Minimum balance 45 Freeunits ... 24°5 















£245 2)145°5 





Charge for half-year ... soe JSS. Od. 

Although 6d. as applied to each debit item is probably 
not excessive costing at the present time, but rather the 
reverse, the principle of taking the rough with the smooth 
may in some cases suggest 3d., particularly where items 
other than ledger entries are taken into account, and 
added to the number of units. 

If the interest rate be taken as $ per cent., and the 
number of units as 170 as before, the charge will be 
{1 17s. 6d., arrived at as follows :— 

3. Average balance {200 Total units... 170 
Free units ... 20 

















4)150 







Charge for half-year ... w+» 378. 6d. 





Here it will be observed that for 3d. the division is by 
4, instead of being by 2 as with 6d., and with the units 
costed at 1s. each the result of subtraction would give the 
actual number of shillings to be charged. 

Finally is shown the working on a 3d. basis when, as 
in (2) the minimum balance of {45 is allowed for :— 








4. Average balance {200 Total units... 170 
Minimum balance 45 Free units ... 24°5 








£245 4)145°5 










36s. 4d. 





Charge for half-year 





A rise in money rates will not affect the simplicity of 
this method. For instance, a calculation on a 14 per 
I 
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cent. or 2 per cent. basis will mean 30 per cent. or 40 per 
cent. respectively, instead of 20 per cent. or Io per cent. 
of the balance shown in pounds, as representing the 
number of free units, i.e. the balance item will be multi- 
plied by 3 or 4 (and divided by Io) instead of by 2 or 1. 

Interest on overdrafts as well as loans, will, of course, 
be worked out from day to day, and be charged for, and 
a banker may well agree when money is cheap to grant 
the easier costing terms for his services where the security 
of a substantial loan or overdraft is such as to justify 
special consideration as an alternative to granting a 
special rate of interest for accommodation. 

In America where, as has been remarked, the question 
of bank costing has excited far more controversy of late 
than it has on this side, many elaborate schemes have 
been devised for calculating bank charges. 

A study of these will suggest that this method, if 
more modest, offers a simple and useful formula for 


practical purposes. 


Bauk Ghevehebiless. the Pubic. 
and Staffs 


An address given by Mr. J]. Beaumont Pease, Chairman of Lloyds 
Bank, Limited, at the 1912 Club on Tuesday, April 2nd, 1935. 


PROPOSE to speak to you to-night for a short while 
I upon banks and their relationship to three different 

parties: their shareholders; the public, which includes 
both those who leave money with them, i.e. their 
depositors, and those who borrow from them; and 
thirdly, the members of their staff. 

I shall not say much in regard to the first category, 
seeing that although the number of shareholders is very 
considerable (their number in the bank which I represent 
being about 70,000—the average shareholding of “‘A”’ 
shares being 234, and of “‘ B”’ shares 34) the amount of 
capital constitutes only a comparatively small portion of 
the total sum of money with which the bank deals. In 
the case of my own bank again, the amount of capital as 
compared with the amount of money deposited with it by 
its customers (on 31st December, 1934) being only 4-24 
per cent. 
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In addition to the capital in the bank, the shareholders 
also own the published and internal free reserves. In 
consequence, it has often been pointed out, and is perfectly 
true, the dividend which they receive on their capital 
is only a comparatively small return on the total stake 
which they possess in the bank. It is further quite justifi- 
able to point out that if the banks were unable to pay a 
reasonable return to their shareholders, their credit and 
prestige in the eyes of the public, which is such an essential 
asset, might suffer in consequence. 

I pass on now to the relation of banks to the general 
public, generally known as their customers. I need not 
say anything in regard to that portion of their customers 
who have credit accounts. There has not been in the 
memory of the present generation any cause for or any 
sign of anxiety on their behalf as regards the safety of 
their deposits with the English Joint Stock Banks. The 
other portion of their customers who borrow from the 
banks do occasionally grumble at the terms which are 
imposed, and there are grumbles on the part of those who 
are unable to obtain loans. This is perhaps only natural. 
Everybody would like to borrow as cheaply as possible, 
and no doubt there are some who would like to borrow 
and are unable to obtain a loan. My answer to both 
these criticisms is that in these days of competition it is 
probable that no one pays a much higher rate of interest 
than is reasonable, and that anyone is able to borrow if 
he is reasonably credit-worthy and if his loan is a fair 
business risk. 

In this connection a point which was made by the 
Chairman of the Midland Bank in his speech to his share- 
holders in January, 1934, is worthy of attention. If banks 
yielded to the suggestion that interest rates on loans 
should be lowered, a reduction of I per cent. on the total 
of his bank’s loans would, if existing rates on deposits were 
maintained, entail either a one-third cut in salaries, or an 
almost complete suspension of dividend payments. 

I can hardly imagine that our customers would be 
equally pleased, or equally satisfied, if the threat of the 
Labour Party were carried into effect, and all the banks 
were nationalised to form one banking organisation, and if 
all competition were thereby eliminated. 

It is not altogether an easy matter to understand what 

I2 
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the Labour Party’s official attitude is in regard to the 
policy of nationalising the banks. At one time those who 
were regarded as official spokesmen were very definite in 
their pronouncements. Banks were to be taken over by 
the State with or without compensation, and for the 
avowed reason that without the control of banking 
resources the Labour Party would be unable to put their 
schemes into practice. Later on, possibly because they 
realised that depositors would become apprehensive of 
the safety of their deposits if they were used for political 
purposes, the proposals were given a somewhat milder 
aspect, and indeed, in the last articles which I have read, 
they seem to have been whittled down to almost vanishing 
point. Depositors are assured that nothing will be done 
to endanger their balances; nothing will be done to disturb 
the staffs; the daily practice of banking will be continued 
just as before, without any interference on the part of the 
Government, merely a gentle hint from Whitehall of the 
general principles which ought to influence all bank 
managers and directors. If this really represents all that 
is intended by the Labour Party, we are entitled to ask 
why do they make such a fuss about it? Why do they 
never lose an opportunity of attacking the banks, and 
never cease from hinting that their methods are grasping, 
dictatorial, unsympathetic, unscrupulous, and _ their 
workings so mysterious, that though it is in their power 
to restore prosperity to the country, they resolutely refuse 
to do so? 

If the Labour Party believed these accusations, 
surely it would be their duty to control all the daily 
operations and dismiss the staff who were guilty of these 
practices, instead of being content with laying down a 
few general principles of an entirely nebulous character. 
The truth is that they are on the horns of a dilemma. In 
order that the banks may be of any political use to them 
they must take them over lock, stock and barrel, direct 
their daily business, and use their resources for the pur- 
pose of nationalising and controlling industry generally. 

But the experience in Australia has shown them how 
such a programme has antagonised or alarmed everyone, 
and some of them apparently wish now to re-assure the 
public by assuming a more benevolent attitude. The 
danger, however, remains, and I feel fairly certain myself 
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that neither bank depositors nor the public have the least 
desire to see the business of banking converted into a 
State monopoly, from which there can be no appeal, 
and which is likely to endanger the safety of their money. 

It is said an ounce of practice is worth a pound of 
theory, so let us take two cases with which I illustrated 
a few remarks I made the other night when speaking on 
the subject of bank nationalisation. They are both of 
them typical of questions which constantly arise in a 
bank’s daily operations. 

The first is that of a colliery which for many years 
has kept a satisfactory account with its bankers, but is 
getting old and more expensive to work. Competition 
of newer collieries and bad trade have turned its profits 
into losses, and the day comes when it is up to the limit 
of its overdraft, its wages are due, and its directors 
approach the bank for further loans. The bank is faced 
with a difficult problem. On the one hand their sym- 
pathies are naturally on the side of old customers who 
have kept a good account with them for many years, and 
have had an honourable and successful career, and there 
may seem a reasonable chance that with a slight turn 
for the better in trade and prices the colliery can continue 
to pay its wages and keep its workmen in employment, or 
even resume profits. On the other hand the chances 
may seem very slender, or even non-existent. It is not 
an easy decision to take in any case, but who do you 
think is best likely to be qualified to take that decision, 
the banker who knows all the present circumstances and 
past history of the case as well as the general conditions 
of trade, or a Minister sitting in Whitehall who may 
realise that a General Election is imminent and that the 
one thing to be avoided is any increase in unemployment, 
whatever the cost, or, on the other hand, is obsessed by 
the theory that there are too many redundant units in 
the industry, and that this particular colliery, even 
though it has a chance of recovery, must be closed down 
and its competition eliminated for the benefit of a neigh- 
bouring rival ? 

The second case which I want to put before you for 
your consideration is the following :— 

Let us suppose there has been a considerable gamble 
in stocks and shares. Prices are very high. In the 
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opinion of bankers they are dangerously high, and many 
securities are being carried on borrowed money. It 
looks to bankers, if the situation is not checked, as if a 
crash is imminent, with possible suffering and loss to 
many innocent people, and that their duty is to withhold 
any further loan facilities and let the position resume its 
normal state with the least possible disturbance. White- 
hall, however, is contemplating some new issue or con- 
version scheme, and it is necessary for the success of its 
plans that no fall in the value of Stock Exchange quota- 
tions should take place. In circumstances such as these 
is it better that the bankers should exercise their un- 
fettered and impartial judgment, or that the situation 
should be at the mercy of a biassed and dictatorial pro- 
nouncement from the Cabinet Minister in charge ? 

After all, have the banks done so badly? In spite of 
some mistakes—and no one is perfect—they have been 
the envy of other lands, and would politicians, even if 
they confined themselves to a few general principles— 
which would be futile from their own point of view— 
create any improvement in the daily business of the 
banks? They would not make the depositors’ money 
any safer: quite the contrary if the extremists had their 
way. They could not avoid bad debts better than those 
trained in the business, and as for the mysterious powers 
with which they endow banking, these are largely 
mythical. 

Banking is really in essence a very simple business, 
even if in practice it has its dangers and difficulties, 
and the idea that it has the power to restore prosperity 
and create riches out of nothing is quite erroneous. 
Bankers can on a large scale only do what every individual 
can doinasmall way. Most of you, I dare say, play the 
part of bankers in your own family. You receive the 
savings of your children and keep them safely for them, 
and I hope, like British bankers, you pay them back when 
asked. You may also sometimes make them loans, and 
if you have not sufficient means of your own to do this, 
you can always put yourself in a position to carry out 
this benevolent work by borrowing from some confiding 
friend and handing on the money to your small family 
customer. That is precisely what a bank does, and there 
is no more mystery in its operations than in this very 
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homely example. The principle of borrowing in order to 
lend is exactly the same in both cases. 

The third relationship which I wish to discuss is that 
existing between a bank and the staff it employs. A 
certain amount of publicity and a great deal of mis- 
representation has been given to this matter recently. 
In order to understand it properly you must realise 
what is behind the late agitation which has taken the form 
of resolutions brought forward at bank general meetings, 
and various letters in the Press, and other propaganda, 
during the last two months. It is really a question of 
rivalry between two organisations. On the one hand 
there is the Bank Officers’ Guild, which is a Trades Union 
run by salaried officials, and supported by members of 
the staffs of various banks, affiliated to the Trades 
Union Council, and on the other hand an internal 
organisation in each bank composed of their own staff, 
without any outside members or officials, and run entirely 
by themselves. Each organisation is anxious to be 
regarded as the proper representative of bank employees. 
In my bank we have always dealt with our own internal 
Guild, elected on the most democratic lines without 
the shadow of interference by the Board, and have 
refused to recognise the ‘‘ Bank Officers’ Guild,” which is 
the official title of the external Guild. 

In theory I am willing to admit that there is something 
in the contention that a paid official of an outside Guild 
is able to put before the Head Office authorities of any 
bank the points he may wish to make, with greater 
freedom and less fear of any possible personal consequences 
to himself than an employee of the bank who has to 
plead his cause with his own employer. In practice I 
have never found that this has been the case. The 
members of our own internal committee have always 
put forward the views of those whom they represent 
with the greatest frankness and determination, with the 
fullest recognition of their responsibilities to the staff, 
and I may add by methods and in an atmosphere much 
more likely to be successful than those adopted by the 
rival organisation. I have also found that it is a mutual 
advantage that these discussions should take place with 
members of my own staff, as I am able to give them 
figures and information w hich I should not feel justified 
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in divulging to any outside parties. There is this further 
disadvantage of dealing with an outside paid official, 
that there is always a very definite danger that he may 
feel his position and salary depend on results, and that 
unless he is always engaged in some agitation, whether 
practical or not, he may be accused of not earning his 
salary. 

But quite apart from these general arguments in 
favour of one side or the other, I wish to put before you 
a few definite facts. The impression which the outside 
Guild have given in their latest agitations has been that 
banks are ruthless slave drivers who have been cutting 
down the remuneration of their staffs to the barest 
minimum. At the General Meeting of my bank the 
officials of the outside Guild—who had qualified themselves 
as shareholders by the purchase of one or two shares 
in our bank, as in most of the leading banks, presumably 
for this purpose—moved and supported a resolution 
urging upon the Directors “ the advisability of restoring 
the staff bonus cuts and the reduction imposed in salary 
scales. . . .”.. Not a word was said about the many 
additional benefits in other directions which had been 
conferred on the staff in recent years, but their remarks 
were almost entirely confined to a capitulation of reduc- 
tions in an allowance misnamed a “ bonus,’’ which was 
voted in special circumstances in 1915 when the cost of 
living was very high, and was never intended to be 
permanent. It is only fair, therefore, to capitulate some 
of these additional benefits. 

In spite of the various reductions in the bonus which 
have taken place in recent years, the actual total pay 
received by our staff has been very largely increased; 
so much so that the average salary in the bank which I 
represent is now more than double what it was in 1914. 
However regrettable it was that the bonus had to be 
reduced—and my Directors did regret it very much—it 
surely gives a very false impression to get up an agitation 
on ‘‘cuts in pay’’ when as a matter of fact pay had 
actually been considerably increased. I may add that 
75, per cent. of the total running expenses of my bank— 
not including, of course, interest to depositors—goes 
directly into the pockets of the staff, without counting 
allocations to various staff funds which only benefit 
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them indirectly, such as contributions to Provident and 
Insurance Fund; Widows and Orphans Fund; capital 
payments to Pension Fund; subscriptions to various 
bank clerks’ organisations; to sports and playing fields 
in different parts of the country; and benevolent funds 
for special cases of hardship or illness. Prior to 1918 
every member of the staff paid his own income-tax, but 
to-day the bank pays income-tax onallstaffremunerations. 
The only part of the tax which the staff are called upon 
to bear themselves is attributable to the reductions in 
the allowances made by Lord Snowden’s 1931 Budget. 

Other benefits which our staff receives, or has received, 
can be shortly enumerated. These include the Profit 
Sharing scheme, which was based on the dividend paid 
to shareholders, and came to an end in 1930 when the 
latter was reduced; the payment of full salary for many 
months at a time during illness; holidays on full pay 
for periods varying from a minimum of a fortnight to 
five weeks; special examination prizes amounting to 
many thousands of pounds a year; and upkeep of 
luncheon clubs. 

Many of these schemes have been initiated and carried 
on with the help of our own 7nternal Staff Committee, who 
do not confine themselves to suggestions for the benefit 
of the staff alone, but also for the improvement or better 
organisation of the business of the bank. I cannot recall 
a single instance of any improvement in the conditions 
of the staff, or of the organisation of the bank, which 
has been due to any efforts or agitation of the external 
Guild. On the contrary the methods they have adopted 
have sometimes made it definitely more difficult for the 
Directors to do what they would have liked for the 
benefit of the staff, not from any petty dislike of yielding 
to agitation, but because publicly to grant or decline 
demands made at shareholders’ meetings or by agitation 
in the Press would involve the supplying of information 
which it might be undesirable to disclose to envious 
shareholders, critical customers or eager competitors. 
Demands or requests affecting staff conditions can only 
be properly appreciated in their relation to existing 
conditions by those in possession of a great deal of inside 
information which no business institution can reasonably 
be expected to publish to all and sundry. It would, for 
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instance, be definitely against the interests of the staff 
that I should be pressed to mention the very large sums 
which from time to time we have put on one side in the 
endeavour to make their pension fund actuarially sound 
and self-supporting, and yet all such liabilities have to be 
constantly in the minds of the Directors when they are 
contemplating any scheme for the benefit of the staff, 
because they have to consider their obligations not only 
to the staff but to the shareholders and “public also. 

I receive many letters from shareholders in regard to 
staff matters, some entirely sympathetic, some with the 
criticism that whereas many benefits have been granted to 
the staff the dividends to the shareholders have never 
been increased for the last twenty-five years, in spite of 
large additional profits, and in recent years have been 
considerably reduced. It is obvious that facts such as 
these make a shareholders’ meeting a most unsuitable 
place, in the interests of the staff themselves, for the 
discussion of concessions which the Directors would be 
only too glad to grant if they thought they could be 
properly and fairly made. The external Guild wish to 
be recognised as the champion of the staffs of all the banks 
in these matters, and try in consequence to belittle the 
work of the internal Staff Representative Committee, 
which I know has been most valuable to the staff of my 
own bank. I know of no advantage which the external 
Guild has gained for those whom they represent. I 
know of several which their methods have made more 
difficult of attainment. 

The gradual reduction of the bonus has been a matter 
of as much concern to the Directors as it has been to the 
staff. The Board would most gladly have let this addi- 
tional benefit remain for the enjoyment of the staff if 
they had felt justified in doing so, even though the 
conditions in which it was originally granted no longer 
prevailed, for it is easy to see that a concession which 
has gone on for several years comes to be regarded as a 
permanency, and is anticipated in advance, and must, 
when removed, give rise to embarrassment. But it 
surely gives an entirely incorrect picture of the attitude 
of the Directors to the staff for the external Guild to 
attempt to focus the gaze of the public on this one point, 
and to disregard all the other factors which have done 
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so much to improve the position and prospects of all bank 
employees. It is true, I believe, to say that they are 
objects of envy to the employees of other concerns, and 
I believe it is also true to say that our staff are genuinely 
appreciative of the fact that the bank gives them safe 
employment during their working days, a pensioned 
leisure when their working days are over, sympathetic 
treatment during accident or illness, and some freedom 
from anxiety for the welfare of their families after their 
death. However much they may naturally desire that 
the bonus could be continued, I feel certain that its 
reduction has not overshadowed their outlook to the 
exclusion of all other advantages which they enjoy, as 
the Bank Officers’ Guild would have us believe. 

The status of the bank clerk is one of considerable 
potential importance. All posts from that of manager 
of a branch to that of General Manager are open to 
the ambitious and capable, and the responsibility and 
influence attaching to these positions is acknowledged by 
everyone. It does seem to me out of place that members 
of a bank staff should be represented by an organisation 
on Trades Union principles, which were never intended 
to be applied to employment such as theirs. I believe 
the great majority of our staff would concur in this view. 

I have perhaps spoken on this point for a dispro- 
portionate length of time, but I have been so closely 
associated, either as Chairman or Deputy-Chairman, 
over the last quarter of a century, with various endeavours 
on the part of the Board for the betterment of the 
conditions of bank employment, that I think I may be 
pardoned if I resent the attempt of the Bank Officers’ 
Guild to sum up these efforts as “cuts in pay.” I do 
not for a moment believe that this represents the general 
view of the staff. 
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The Outlook for Gilt-Edged 
Stocks 


From The Banker’s View-point 





By Hargreaves Parkinson 


F the worries which are the common lot of bankers 
() the outlook for gilt-edged securities takes con- 

temporary precedence. A far larger proportion of 
the banks’ total resources is invested in gilt-edged stocks 
than any general manager would have deemed feasible 
three and a half years ago. In the month of September, 
1931, when Great Britain left the gold standard, the total 
‘Investments ”’ of the ten London clearing banks were 
£304,003,000. In June, 1932, before Mr. Neville Chamber- 
lain announced his 5 per cent. War Loan conversion 
scheme, their aggregate was £339,728,000. In March, 
1935, the total had risen to £614,375,000, an increase of 
£310,372,000 (102 per cent.) as compared with September, 
1931, and of £274,647,000 (81 per cent.) as compared 
with June, 1932. At the first date the proportion of 
investments to total deposits was 17-8 per cent., and at 
the second 19:3 per cent. The present proportion is 
nearly 32:0 per cent. In September, 1931, investments 
were only 33 per cent. as great as advances. To-day 
they are 80 per cent. as great. In September, 1931, 
investments compared with bills discounted in the ratio 
of 1-28: 1. The current ratio is 2-97: I. 

The conditions which have made the banking system 
so influential a creditor of the British Government are 
common knowledge. The severest depression in living 
memory was accompanied by a decline in the value of 
world trade to one-third of its 1929 level, and a drop in 
the volume of British internal industrial productivity of 
over 20 per cent. Though a substantial recovery has 
subsequently occurred under this latter heading, the 
status quo, so far as the banker is concerned, is far from 
having been restored. The supply of foreign bills has 
been largely cut off at its source, the inland bill has virtu- 
ally disappeared, and the demand for banking accommo- 
dation for home industry has been attenuated. On the 
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other hand, the pyramid of credit has been broadened 
at its base since the eventful summer of 1931. 
More recently, the consistent determination of the 
Exchequer to “fund” substantial amounts of floating 
debt has reduced the volume of Treasury bills, while the 
prevalence of extremely low rates for short money has 
driven the banks, in common with the whole London 
money market, into relatively long-term stocks, to earn, 
so to speak, their bread and butter. 

All this is commonplace, and therefore, non-contro- 
versial, in the world of banking. Certain critics of 
British banking policy, however, have gone further, and 
declared that the unprecedented dimensions of the banks’ 
stake in the gilt-edged market is, to some extent, the 
result of their own policy. For various reasons, it is 
alleged, they have been reluctant to reduce their rates 
for advances to customers pari passu with the decline in 
interest rates generally during the last three years. 
Bank loans, therefore, have failed to advance, during the 
last few months of recovery in the volume of British 
internal trade, in anything like a due proportion to the 
total of industrial activity. Many industrial concerns, 
holding gilt-edged securities giving a current yield of 
around 3 to 34 per cent., have preferred, in effect, to sell 
them to the banks at high prevailing market prices, than 
to pledge them as collateral for bank loans at around 
5 per cent. 

It is not the purpose of the present article to discuss 
the pros and cons of this extremely controversial question, 
but rather to consider, objectively, the implications of the 
undoubted fact that, for good or ill, the banking system 
is im the gilt-edged market to the tune of over {600 
millions. That total is less than one-tenth of the National 
Debt of £8,000 millions in round figures. A considerable 
share of the Debt, however, is held under conditions which 
effectively preclude its being brought on the market in 
any imaginable circumstances. For example, over £1,000 
millions of External Debt is entirely non-marketable, 
and the same condition applies, e.g., to the Government 
securities held in the issue department of the Bank of 
England. Another large block of the National Debt is 
“inert,” in the sense that the policy of holders, public and 
private, is not primarily governed by price considerations, 
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In this group fall such items as National Savings Certifi- 
cates, the “ cover” held against Savings Bank deposits, 
Government stock held on the Post Office Register, the 
holdings of a variety of non-trading bodies (like the 
Friendly Societies and the Charity and Ecclesiastical 
Commissioners), those (probably) of insurance companies, 
the Public Trustee, and a very large group of private 
holders under innumerable settlements, trusts, etc. 
‘‘ The Economist,” in a recent considered analysis of the 
ownership of the National Debt, put the total of these 
‘“‘ non-marketable ”’ and “ inert ”’ holdings at no less than 
£5,312 millions out of a nominal total Debt of £7,936 
millions as at December 31 last. This leaves a 
“marketable ”’ total of £2,624 millions, of which, accord- 
ing to the same authority, the British and the overseas 
banks together may hold well from {1,100 to £1,200 
millions. 

The potentialities of this position demand the most 
careful consideration. If the banking system, in its 
broadest sense, holds about 45 per cent. of the 
“marketable ’”’ portion of the National Debt, it follows 
that bank buying or selling may have a dominant influence 
on the course of market prices, so long as other holders 
are quiescent. The banks’ proportion of the whole, 
however, is insufficient to afford complete “ control ’’ if, 
for any reason, the remaining holders are buying or 
selling on a large scale. It may be concluded, therefore, 
first, that bank buying of gilt-edged stocks is not the 
only influence which has driven prices upwards since the 
early months of 1932, and secondly, that, if the tendency 
were ever reversed, the size of the banks’ stake in the 
market would not itself (as some commentators have 
assumed), afford a necessary guarantee against deprecia- 
tion in the value of the banks’ holdings, even if they 
refrained from selling, on their own account, a single 
pound’s-worth of stock. It is for these reasons that the 
outlook for gilt-edged stocks is a question which no 
banker can afford to neglect. 

Special point is given to this contention by the fact 
that, whereas, last February, the market price of a 
representative “ perpetual ’’ Government stock like 2} 
per cent. Consols declined by four points, the London 
clearing banks increased their average investments during 
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the same month by {13 millions. Some City observers, 
rightly or wrongly, have drawn the deduction that, in 
February, bank “ support ’’ was unable to prevent a drop 
in gilt-edged security values, when other holders in the 
‘marketable ’’ group were selling. What, then, are the 
chief factors in the outlook for gilt-edged stocks in general 
in the near future? 

It may be assumed, in the first place, that Great 
Britain is in the low interest phase of a major economic 
“cycle.” Nature abhors a straight line no less than a 
vacuum, and the universality of “waves” or “cycles ”’ 
is the strongest of all arguments against the probability 
that interest rates, among all the world’s phenomena, 
are likely to remain in a trough for ever. It is 
true that the future mean rate of interest, over a 
substantial period, may be well below the average for the 
two first dustra after the War—on the assumption, 
always, that there is no recurrence of that suicidal 
episode. Experience has yet to reveal at what level this 
future interest “norm” will stand. What is quite 
certain, however, is that there will be constant fluctua- 
tions in the actual rate of interest at any given time 
above and below the normal rate. If it were capable of 
demonstration that prevailing rates were below normal 
at the present moment, it would follow that, sooner or 
later, no Government assurance of continued adherence 
to a cheap money policy could prevent a rise in the 
interest level, with a corresponding decline in the value 
of gilt-edged securities. 

What light is thrown on this question by available 
contemporary evidence? In the prolonged period of low 
interest rates in the ‘nineties the rate on “ Consols”’ 
dropped to 2-3 percent. In subsequent years, before the 
outbreak of the Great War in 1914, it rose to a maximum 
of 3-5 per cent. At the lowest point reached during the 
present cycle, the yield on “ Old Consols ” was 2-7 per 
cent. At the end of March, 1935, it had risen to 2-9 per 
cent. 

In other words, the key rate of long-term interest 
has not fallen, during the present epoch, to the level 
reached in the nineties of last century. A few months 
ago an influential school of economists, whose best 
known spokesman is Mr. J. M. Keynes, were confidently 
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predicting a further fall in the rate. The tone of Mr. 
Keynes’ utterances, however, has lately shown a signifi- 
cant change. Mr. Keynes now appears to be increasingly 
concerned with the possibility of consolidating rates 
around their present level, and has gone so far as to 
suggest that even this result may demand a modification 
of policy on the part of the Government and of certain 
institutions like the banks and building societies. Mr. 
Keynes appears to base his argument on the disparity 
between interest rates in Great Britain and in other parts 
of the world. Although the forces tending towards 
uniformity in world interest rates, he suggests, may be 
less powerful to-day than in earlier periods, it may be 
impossible to maintain Great Britain as a “ low interest 
island ’’ indefinitely. 

Mr. Keynes, in fact, suggests that there may be a 
certain element of artificiality in the current British 
interest situation. This impression is supported by a 
closer analysis of the contemporary position. The 
London capital market, for example, is not “ free,” but 
subject to a strict system of control. Foreign borrowers 
are shut out by the so-called “‘ Treasury embargo.” 
Domestic borrowers of trustee status are required to 
submit their projects to the central authorities, who 
carefully “ regulate ’’ their number, amount and sequence, 
and are quick to suspend them entirely whenever the 
market shows signs of “ indigestion.”” The supply of 
new trustee loans, however, is even more stringently 
controlled at the source, for the Government has resolutely 
set its face against expenditure by local authorities 
throughout the country, on large public works, particu- 
larly those designed to produce “‘ amenities ’’ rather than 
a revenue expressed in monetary terms. 

Industry itself is free to borrow, but the significant fact 
is that it is not borrowing. The records of the London 
market show that, since the régime of low interest rates 
was inaugurated by the War Loan conversion, British 
industrial companies have converted debentures and other 
fixed-interest obligations, to a total of over {100 millions, 
to lower interest levels. Capital issues representing 
‘“new money,” however, have been well below normal. 
According to ‘‘ The Economist’s’’ computations, if 
British Government borrowings are excluded, the total 
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‘““new money” raised annually in the London market 
during the three “cheap money ”’ years, 1932-34, has 
been only £102 millions, while in the three “‘ dear money ” 
years, 1927-29, the annual average was {£265 millions. 
A considerable proportion even of the attenuated figure 
for 1932-34, however, cannot by any stretch of imagina- 
tion be regarded as “‘ new borrowing,” for many of the 
loans offered in the past three years by public bodies 
have been designed to fund floating indebtedness 
previously carried at higher rates, while many industrial 
flotations have simply transferred the ownership of 
existing businesses from private to public ownership, 
with an enhanced capitalisation. Itis, therefore, scarcely 
an exaggeration to conclude that the lowest borrowing 
rates for a generation have coincided with the lowest 
total of new borrowing. 

Can investors, who may be large holders of gilt-edged 
securities, confidently count upon the indefinite mainten- 
ance of a condition under which many of the market’s 
normal functions aresuspended, and in danger of becoming 
atrophied? There may be, at present, no sign of an 
imminent break in the situation. So long, indeed, as the 
Treasury has any further conversion plans of its own 
to carry into effect at a fitting moment, it may be pre- 
sumed that the measures of control, described in a pre- 
ceding paragraph, will not be relaxed. The Treasury’s 
decision, announced in this year’s Budget Speech, to 
take new powers for conversion of Local Loans 3 per cent. 
Stock, must be regarded as a purely precautionary rather 
than a prophetic measure. The authorities will be pre- 
pared to seize the opportunity, if and when it offers, but 
they have explicitly disclaimed any intention of taking 
special steps to bring it about. There is at least a 
possibility, however, that events may be too strong for 
them. Already there are indications of growing demand 
for a more positive Government policy in the matter of 
public works, which may have found some reflection in 
the Chancellor’s reference, in his Budget oration, to the 
Government’s extended five-year plan for road-building. 
Even a partial reversal of the Treasury attitude towards 
public borrowing might have far-reaching reactions on 
interest rates, which influential holders of gilt-edged 
securities, like the banks, could scarcely afford to neglect. 

K 
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In the light of the facts outlined in this article, the 
present writer suggests, with due deference, that the 
banks, a third of whose liabilities to customers is already 
represented by investments in the gilt-edged market, 
should seriously consider whether a certain reorientation 
of policy may not be advisable, even at the cost of a 
small decline in current profits. An increase in the banks’ 
cash ratios, for example, might have its advantages as 
the best of all forms of insurance against unknown 
‘“contingencies.”” Even if the London clearing banks 
were to allow their cash ratio to rise from the March 
figure of 11-13 per cent. to 13-22 per cent., they would 
merely be raising the average to the level of the bank 
with the highest existing ratio. 

Consideration of this aspect of the matter appears all 
the more necessary in view of the fact that the majority 
of gilt-edged securities available for investors—including 
the banks—at the moment, are long-term issues, having 
only a distant redemption date, or none at all. The 
market itself has no responsibility for this position, which 
is the corollary of the Treasury’s consistent policy of 
funding as much of the Debt as possible for a maximum 
number of years ahead. That is, and has always been, 
the orthodox Exchequer view. Whether it has been 
applied with extreme logic but little constructive imagina- 
tion, during the last three years, is an open question. 
Its result, however, is beyond dispute. It has upset the 
normal balance of the gilt-edged market, left the majority 
of holders “‘ long,’’ and made the market’s entire price 
structure vulnerable to any change in long-term rates, 
whenever it may come about. Has the time come when 
the City of London should take careful counsel on the 
possible implications of this position ? 

















The Devaluation of the Belga 


HEN we went to press last month the story of 
the devaluation of the belga was na 


Exchange restrictions had been imposed, M. 
Theunis had resigned, and M. van Zeeland was attempting 
to form a National Government. A few days later 
M. van Zeeland’s efforts proved successful, and a National 
Government, embracing all three political parties, was 
duly formed. A breathing space of a few more days 
followed, and then a three days’ banking holiday and 
closure of the bourses provided the opportunity for the 
devaluation of the belga to a de facto level of 72 per cent. 
of its former gold parity. 

While the troubles of Belgium were economic and 
industrial rather than monetary, they had become wide- 
spread, and in consequence the de facto devaluation of the 
belga was only one of a whole series of comprehensive 
reforms initiated by the National Government. These 
fell under three main headings, which may be described 
as monetary, financial and economic. 

The main monetary reforms were :— 


(1) The temporary suspension of the gold standard and the ultimate 
devaluation of the belga to a new parity within the limits of 70 to 75 
per cent. of its former gold parity. For the moment the belga has 
been pegged at 72 per cent. of its former gold parity. 

(2) The suspension of the obligation imposed on the National Bank 
to sell gold at the former statutory price. 

(3) The revaluation in belgas of the National Bank’s gold holdings 
on the basis of a decline in the belga to 75 per cent. of the former gold 
parity. 

(4) The creation of an Exchange Equalisation Fund, to be financed 
in part out of the profits accruing from the revaluation of the National 
3ank’s gold, and the entrusting to the National Bank of the duty of 
buying and selling foreign exchange at the pegged rates. 


The financial reforms related mainly to the reconstitu- 


tion of the banking system, which had developed several 
signs of weakness. They comprised :— 


(1) A Government guarantee of all bank deposits, wide enough 
to give the public protection against immobilisation as well as loss. 

(2) The creation of a National Rediscount and Guarantee Institu- 
tion, financed by the banks, and intended to afford temporary relief 
both to banks and to producers in need of assistance. 
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(3) The creation of a Central Mortgage Institution, to afford relief 
where needed and to facilitate the ultimate reduction of mortgage 
interest rates. 

(4) The co-ordination of the banking system under Government 
control. The commercial banks are to be given a proper legal status, 
but regulations are to be made determining the relation between their 
capital, deposits and liabilities, and the way in which their funds may 
be employed. While individual applications for credit will still be a 
matter for consideration by bankers themselves, the central control 
will lay down general lines of policy and will possess definite powers of 
veto. The control will be administered not by a Government Depart- 
ment, but by the National Bank or by an organisation subsidiary 
to it. 

The third set of proposed reforms comprised general 
measures of reconstruction. In the economic sphere 
they envisaged a rise in wholesale prices sufficient to re- 
establish the profitability of industry; control, if neces- 
sary, over retail prices and the cost of living; general 
lowering of interest rates as a prelude to large-scale 
national debt conversion; substantial remissions of taxa- 
tion; a close watch over stock exchange operations 
with the object of checking undesirable speculation ; 
the adoption of a programme of public works; the 
recognition of Russia and the resumption of trade rela- 
tions with her; and other measures designed to foster 
both immediate reconstruction and long-term recovery. 

This series of reforms really gives the background of 
Belgium ’s difficulties which ended in driving her off gold. 
As we suggested last month, there is a far closer parallel 
between the Belgian and American suspensions of the 
gold standard than there is with our British suspension. 
In both Belgium and the United States the main pressure 
was internal, and in both countries it was exerted against 
a banking system which was ill-equipped to resist such 
pressure. In the United States the banking system 
snapped under the strain before the pressure was relieved. 
In Belgium, to judge by all accounts, devaluation came 
in the nick of time to save the banking system from 
temporary collapse. 

The truth is that recent Belgian history only serves 
to provide one more proof of the danger that arises if 
banks involve themselves too deeply in _ industry. 
Belgian banks, like those of practically every Continental 
country, had for long been willing to grant long-term loans 
or to take up participations in industrial concerns. So 
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long as trade prospered there was no obvious objection 
to this policy, and undoubtedly the Continental banks 
played a prominent part in the establishment of national 
industries. The trouble began when things went wrong. 
Belgium, in particular, as we pointed out a month ago, 
was an immediate victim of the depreciation, first of 
sterling, and then of the dollar. Until a few weeks ago 
her main weapon of defence was deflation at home, but 
this inevitably involved her leading industries in heavy 
losses, which at once reacted upon the share markets. 
This at once weakened the position of those banks who 
had heavy participations in Belgian industries, and it is 
alleged that some of the banks weakened their position 
still further by ill-judged attempts to buttress up the share 
markets. 

As long ago as last August it was apparent that the 
situation of some of the banks was in danger of becoming 
critical, for at that date the Government of the day 
thought it necessary to cometo the assistance of the banks. 
The help took the form of the establishment of a special 
institution called the Société Nationale de Crédit a 
I’Industrie. Oneof the chieffunctionsofthis newinstitution 
was to offer to take over from the banks some of these com- 
mercial commitments in exchange for its own Govern- 
ment-guaranteed bonds. These bonds yielded a lower 
rate of interest to the banks, but in addition to the 
guarantee behind them they were eligible for rediscount 
at the National Bank of Belgium. The banks, however, 
had to guarantee the interest on the commercial debts 
taken over by the new Institution, and in case of doubtful 
debts had also to guarantee the principal. Even so the 
banks improved their liquidity, but at some sacrifice of 
income. 

Looking backwards it seems possible that this relief 
came so late that it could only be adequate if the banks 
could remain free of any abnormal strain, at least for a 
considerable period. Unfortunately the February de- 
preciation ;of sterling proved the last straw, and in 
desperation M. Theunis went to Paris in the middle of 
March in the hope that he could obtain tariff concessions 
such as would give Belgian industry a new lease of life. 
In any case this visit would probably have proved fruit- 
less, but, unfortunately, M. Theunis had attempted in 
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advance to establish an atmosphere such as to convince 
the French of Belgium’s desperate need. The result was 
the exact contrary to the atmosphere created by the May 
Report in England in August, 1931. The May Report 
was intended primarily for internal consumption, but 
one of its immediate consequences was to frighten the 
foreigner into withdrawing his funds from England, 
and the suspension of the gold standard was the auto- 
matic consequence. Conversely, the atmosphere of gloom, 
inspired by the Belgian press prior to M. Theunis’s visit 
to Paris, made its influence felt solely in Belgium. The 
result was an immediate flight from the belga, which was 
reflected in heavy withdrawals of funds from the banks. 
Had this movement been allowed to develop it is almost 
certain that many of the banks could not have resisted 
the strain, and Belgium would have found herself in the 
same predicament as that of the United States of America 
at the end of February, 1933. The only means of escape 
for Belgium was that actually adopted, namely, the 
imposition of exchange restrictions, the formation of the 
National Government, the devaluation of the belga and 
the institution of a comprehensive series of banking 
reforms. 

The future is still uncertain, but the immediate effect 
of these changes has been to restore confidence in the 
belga and at the same time to weaken confidence in the 
remaining gold currencies. The outlook for the gold bloc 
is dealt with on another page. So far as Belgium is 
concerned there is some evidence that prior to de- 
valuation the belga was in monetary equilibrium with the 
other gold bloc currencies, but was over-valued in terms of 
the pound and the dollar. Devaluation means that it is 
now under-valued against the franc and the guilder. 
It may even be slightly under-valued against sterling. 

The rest of the story lies with the future; but to the 
banker one lesson is made clear. In the long run the 
fortunes of the banks depend upon the general solvency 
and prosperity of the country. If trade dwindles, and 
if industries fall into bankruptcy, the difficulties of the 
banks become intensified. Yet our own experience has 
shown that so long as the banks restrict their activities 
to purely banking business and to short-term finance, 
they can survive even the severest crises. Once they 
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involve the deposits of their customers in long-term 
participations in industry then the banks stand or fall 
by the solvency of those industries in which they are 
interested. This has been proved in Germany, Italy, the 
United States, and now in Belgium, and in two at least 
of these countries one of the immediate tasks of re- 
construction has consisted of remodelling the banking 
system upon British lines, so that the banks engage 
purely in banking business. At a time when some 
people in England complain of the reluctance of the 
British banks to involve their customers’ money in direct 
investments in British industry, it is not a bad thing that 
recent Belgian history should once more have established 
this elementary truth. 


The Gold Bloc 


O much has been said, written and predicted about 
S the gold bloc countries that some justification is 
needed for re-opening a discussion of their position 
and prospects. The best justification is perhaps the fact 
that, rightly or wrongly, their present position in relation 
to the other chief countries and currencies of the world 
is nowhere regarded as one which can be permanently 
maintained. It seems at least to await, if not actually 
to cry out for some solution. And whether that solution 
is reached by means of the downward adjustment of their 
currencies in relation to gold, undertaken singly and 
perhaps at a different rate of devaluation by each one of 
them; or whether their re-alignment is brought about 
only within the scope of a general stabilisation of the 
world’s chief currencies—and therefore possibly at some 
considerable interval of time from the present—the whole 
of the financial world is certain to regard them with 
suspense in the meantime. 

The defection of Belgium immediately created an 
impression in markets that at any rate two other mem- 
bers of the gold bloc, Holland and Switzerland, would 
before long follow, or perhaps even be forced to follow, 
the example of Belgium; though France was generally 
credited with both the intention and the ability to adhere 
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to its present franc parity for a very much longer period, 
and perhaps indefinitely. This, however, may well 
prove to have been rather too simple a view. It is 
obviously based on the oft-repeated but fallacious supposi- 
tion that as the gold bloc currencies are conspicuously 
over-valued, the difficulties of those countries must 
necessarily express themselves in terms of pressure on 
their exchanges. Nothing of the kind is true; and even 
the recent collapse of the belga in a welter of exchange 
confusion goes to prove rather than disprove this state- 
ment. For, looked at impartially, the belga was in no 
danger, in terms of supply and demand on the world’s 
foreign exchange markets, until Belgian people themselves 
took to headlong flight from their currency. Nor can it 
be said that their economic difficulties and social distress, 
severe as these were, directly propelled them into this 
panic; it seems to have been, instead, a gloomy Press 
propaganda which preceded the visit of the Belgian 
Ministers to the French Government, and was clearly 
aimed at influencing the latter in the direction of trade 
concessions towards its smaller neighbour. As is now a 
matter of history, it failed in this object, but alarmed the 
Belgian people. 

On the other hand it would be mistaken to minimise 
the effect of Belgian devaluation upon its recent associates 
from a political point of view. If M. van Zeeland’s 
policy and plans meet with any degree of success in 
restoring prosperity, commercially and industrially, to 
Belgium, opinion in the remaining gold countries, at 
present hesitant and divided on the subject of devaluation, 
and in France and Switzerland, at any rate, probably 
opposed to it by a large majority, can hardly fail to be 
influenced in its favour. 

There is also, of course, the impact of the cheapened 
belga upon the trade and industry of France and Holland 
to be considered. The members of the gold bloc did 
not at any time constitute an economic unit. In someof 
the most important fields of industry they were, and are, 
highly competitive. France is sure to feel the competition 
of Belgium in the steel and textile trades. In Holland 
the diamond industry, as well as a considerable number 
of smaller local industries, are threatened, and there is 
already evidence of the alarm with which the Municipality 
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of Rotterdam regards the destructive competition of the 
Port of Antwerp. These consequences of the step taken 
by Belgium will, however, take some time to work out 
their full effects. 

For the moment it is safe to repeat, emphatically, 
that the difficulties besetting the gold bloc countries 
are economic, not financial, or, to put it more precisely, 
such financial difficulties as they are faced with are 
fiscal and domestic, but not international. There is no 
reason why they should lead to weakness of the re- 
spective exchanges. Each of the three countries is a large 
creditor on international account; each has gold reserves 
of a magnitude never known before the present 
depression; and each has in recent years contrived to 
reduce drastically the adverse balance in its visible trade. 
A “ balance of payments ”’ is notoriously very difficult 
to estimate and still more difficult to believe in when one 
has estimated it. But on all the available indications, 
France, Holland and Switzerland are paying their way on 
international account. This fact alone would not render 
them completely immune, no doubt, against attacks 
from outside if their long-term foreign investments were 
partly balanced by heavy short-term indebtedness. In 
the case of France and Holland, however, there is no 
ground for apprehension on this score, though Switzer- 
land is generally believed to be much more vulnerable. 

From an exchange point of view the example of 
Belgium, if it shows anything, shows only that the 
remaining gold countries, with conspicuously larger gold 
reserves at their disposal, are unlikely to be forced off gold 
in the near future unless by the action of their own people. 
Nothing short of a precipitate domestic flight from the 
franc, the Swiss franc and the guilder is likely to affect 
those currencies. 

It is to the economic situation of these countries that 
attention must be directed. And though this cannot be 
adequately treated within the compass of a few brief 
paragraphs, an examination of the principal elements 
may afford a basis for some conclusions as to the outlook. 

The first outstanding fact is that the shrinkage in 
foreign trade which began with the world depression five 
years ago has not been arrested—except perhaps in the 
case of the export trade of Switzerland, now showing a 
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slight recovery from its lowest point, reached in 1932. 
The trend is shown by the following figures :* 


France Holland Switzerland 
Monthly Imports Exports Imports Exports Imports Exports 
Averages Million Fr. fcs. Million Guilders Million Sw. fes. 
I93I .. 3,517 2,530 157°73 109°32 187-10 112-40 
1932 .. 2,484 1,642 108-29 70°51 146°89 66°75 
1933 :- 2,369 1,536 100°77 60-47 132°87 71:07 


1934 -- 43,922 1,485 86°51 59°32 19°94 70°37 
Similarly the latest returns available, those for the 
month of January, of the current year indicate a con- 
tinuance of the decline, except in the case of Switzer- 
land :— 


France Holland Switzerland 
Imports Exports Imports Exports Imports Exports 
January, 1934 2,303 1,513 100°36 55°68 112:05 57:06 
January, 1935 1,944 # 1,450 76°05 54°66 93°70 60°66 
Since, however, the decline in the foreign trade of 
the gold bloc countries has, as already indicated, been 
accompanied by a more than proportionate contraction in 
the excess of imports over exports, their exchanges are 
not directly affected by the process of shrinkage. The 
chief significance of the above figures lies rather in their 
bearing upon the general economy of the countries in 
question. Their importance from this aspect is indicated 
by some indices recently issued by the League of Nations 
Economic Service showing the percentual movement of 
the foreign trade of a number of countries in terms of 
gold and of national monetary units. The following is 
an extract :— 


Indices 1929 = 100 Imports % + or — 
of 1934 
1931 1932 1933 1934 on 1932 
France es oe a5 51-2 48-8 39°6 — 22°7 
Holland na -. 68:8 47°2 43°9 37°7 — 20°1 
Switzerland .. 80:8 63°3 54°4 48-7. — 23:0 
Finland 
Gold 7 ~» 46°2 30°2 32°6 36°2 + 19:6 
FMks. a ~s =©49°5 49°I 50-2 68-3 + 39°0 
Sweden 
Gold - -» Fbrr 44°6 39°6 42°4 5:0 
Kroner... .. 812 64°8 61°5 73°3 + 13°2 
United Kingdom 
Gold 7” .. 66°4 42°2 38°5 38: — 9g7 
Sterling .. o- 784 58-6 56°5 61°5 + #£5:0 











° League of Nations Bulletin. 
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Exports 

























1931 1932 1933 1934 

France ea .. 60°7 39°3 360°8 35°5 — 9°5 
Holland wa -- 65°9 42°5 30°5 35°8 — 15°9 
Switzerland .. -- 64°1 38-1 35°8 35°2 — 7°4 
Finland 

Gold Pe »» 645 44°3 47°6 50°8 + 14°7 

FMks. we .. 69°5 72°0 82:2 os + 37 
Sweden 

Gold - ~. 581 35°9 38-2 41°3 + 15:2 

Kroner... oo Ga°4 52°3 59°8 71°7 + 36°9 
United Kingdom 

Gold ‘rs -. 49°8 30-1 34°3 33°6 — 7:0 

Sterling .. -» §53°3 50:0 50°4 54°93 + 8:5 





The effect of so severe and protracted a decline in 
money turnover upon production and profits, fiscal 
revenue and unemployment, in the gold bloc countries 
need hardly be stressed. If it has been offset to some 
degree in its social effects by the alteration which has 
taken place in favour of these countries in the real ratio 
of international exchange, the process has none the less 
been damaging and destructive. 

To balance a Budget under such circumstances is, 
economically, an all but impossible task, and could 
perhaps be achieved only by a Finance Minister working 
in a politically frictionless universe.* Thus the public 
finances of the gold bloc countries are, without excep- 
tion, in difficulty and disequilibrium. Government 
indebtedness, both short and long-term, has risen and 
fresh burdens have constantly to be assumed under the 
head of emergency expenditure. The deficits of the 
State-owned railways are considerable and swell the 
already serious fiscal deficits. | Government borrowing 
is becoming more, rather than less, expensive; though it is 
important to note in this connection that throughout the 
first three years of the depression, both the Dutch and 
Swiss Governments, with well-ordered money markets 
supported by political confidence in their ability to “ pull 
through,” enjoyedexceptionally cheap loan facilities. They 
were able to reduce interest charges by means of orthodox 
and successful conversion operations on a large scale. 








































* The example of Italy, however, where the power of the Executive is 
virtually absolute, belies even this suggestion. 
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The same does not, of course, apply to France. And 
such opportunities will recur and relieve harassed Finance 
Ministers only if confidence, now somewhat shaken, 
can be restored and the recent decline in the prices of 
Government bonds, which has become conspicuous in 
Switzerland and France, and to a smaller degree in 
Holland, can be reversed. This seems hardly probable, 
however, unless Budgets can first be balanced—a most 
unlikely contingency. The probability is, therefore, that 
Government borrowing will become increasingly difficult 
in the gold countries. 

This new development may prove important as all 
three have been able to secure a tolerable degree of well- 
being for their agriculture, trade and industry for some 
time past only by means of subsidies, weighing heavily 
on national finances and by quotas, producing no revenue 
and reducing customs receipts. In the course of a public 
address delivered last November, advocating extreme 
deflation in everything but the name, M. Schulthess, 
then Swiss Federal Councillor for National Economy, 
declared that the current budget w ould close with a real 
deficit of some 200 million Swiss francs if all relevant 
items, such as subsidies, the railway deficit, etc., were 
brought to book. In Holland emergency expenditure 
for the present fiscal period unbalanced by revenue, is 
expected to reach some 200 million florins apart from an 

‘ordinary Budget ”’ of over 750 million with an estimated 
deficit of 40-60 million. And as regards France there is 
nothing cynical in the suggestion that the deficit for 
1935 may be computed at between 4 and Io milliard francs 
according to the leniency exercised in assigning certain 
items to current or capital account. 

This state of affairs is bad enough from a strictly 
fiscal point of view. It is more serious when its economic 
implications are taken into account. In all three 
countries the price-level, utterly out of touch with world- 
prices, is artificially kept up only by large-scale Govern- 
ment subsidies and by the prevention of cheap imports.* 
It is on this guee- level that the volume of ol smnendn incomes, 





The recent visit of M. Marchandeau to Brussels affords a ine 
pee. of the lengths to which Governments, once committed, can be 
obliged to go in their efforts to prevent their people from buying in the 


cheapest market. 
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and turnover depends. These determine the amount of 
public revenue that can be secured. And that revenue, 
again, is not sufficient to cover the subsidies required to 
keep up the price-level. Thus there is a gap in the circular 
process which at present is being closed by means of 
borrowing. But if the available indications are not 
deceptive the gap is widening—as, indeed, it is bound to 
do—and it is not unreasonable to suggest that as it 
widens, borrowing will become difficult and more expen- 
sive. It is from this quarter, perhaps, rather than any 
other that danger threatens the gold bloc countries. 

Apart, however, from its ultimate fiscal consequences 
the policy, like most other attempts to maintain prices 
at artificial levels, has not been wholly successful; though 
it is fair to admit that by adopting it Holland and 
Switzerland have hitherto fared a great deal better, 
socially and economically, than Belgium and Italy with 
their deflationist policies. Holland, of course, also 
derived substantial benefit from the circumstance that, 
like the United Kingdom, it was able to effect a complete 
change-over in its fiscal system from free trade to high 
protection, and thereby to mitigate the first effects of 
the depression. But as an indication of how the policy 
of subsidies has broken down, it is worth mentioning that 
Swiss peasants are in some districts threatened with ruin 
by the collapse of their cattle prices; while the case of 
the French wheat growers whose surplus produce had 
ultimately to be exported under subsidy, to prevent a 
disastrous break in prices, is generally known. 

This is a somewhat gloomy picture, but it is hardly 
brightened by a scrutiny of price-movements, despite 
the artificial support they have received. In France and 
Holland January wholesale prices stood at 70-9 per cent. 
and 77 per cent. respectively of their 1913 levels; in 
Switzerland at 88-3; (United States, 112-9; U nited 
Kingdom, 104°4). By comparison, cost of living indices 
are striking: France ror; Holland 138-8; Switzerland 
128; (base 1913). They show that the retail trader and 
small manufacturer has been favoured at the expense of 
the primary (mainly agricultural) producer, who has had 
to be subsidised. On a reduced turnover the retail trader 
has not, of course, benefited to the degree that the figures, 
baldly taken, would indicate. But his comparative 
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prosperity, supported in addition by the relative insigni- 
ficance of the reductions effected in fixed salary incomes 
and wages (though the latter have been severely cut in 
the case of particular industries) accounts for no small 
part of the appearance of well-being to be found in Holland 
and Switzerland. Contrasted with this, large sections of 
industry are engaged in an anxious struggle for their 
existence—despite a high standard of technical and 
administrative efficiency. A recent estimate of industrial 
earnings in Switzerland indicated that 50 per cent. of all 
the capital invested in Swiss industry was working 
unremuneratively. 

In these conditions it is not surprising to find unem- 
ployment in France and Holland at new high levels at 
the end of 1934, and only slightly below its maximum 
in Switzerland, following a small upturn in export trade. 

It is in the combination of these factors—a reduced 
money-value of foreign trade; a decreasing national 
income and increasing fiscal deficits; falling agricultural 
prices; declining profits and security values; and high 
unemployment, all mutually interdependent at little more 
than one remove, and all ultimately attributable to the 
glaring disparity between domestic (gold) prices and the 
world price-level—it is in these and not at this juncture 
in any inherent weakness or instability of the exchanges 
that the crux of the issue may be sought. 

As it is well to repeat, the gold bloc countries, 
distressed they may be, are paying their way. They can 
probably do so for some time yet, at any rate so long 
as they are prepared to lose gold and able to finance their 
growing public expenditure by means of loans or, alter- 
natively, to reduce deficits through economies and new 
taxation. As the latter course has proved impracticable 
in the past, it seems at least unlikely, but for a decided 
change in world conditions outside, that it will become 
possible in the future. A reduction of expenditure 
moreover would not by itself restore equilibrium and 
could only be effected by deflation—for which French 
people at any rate appear to have lost their taste, if 
Monsieur Flandin’s policy truly reflects public sentiment ; 
while it has never been seriously attempted throughout 
the depression in either Holland or Switzerland. Its 
absence in fact explains the greater prosperity of those 
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countries since 1930, compared with France, Belgium and 
Italy. Indeed, this has been realised in France, where at 
present, to the disgust of M. Paul Reynaud, instead of 
the dilemma, “‘deflation or devaluation,” being squarely 
faced, a middle course is being vaguely steered with no 
very clear economic orientation, perhaps in the hope that 
international stabilisation may become a practical possi- 
bility before any clear-cut decision imposes itself. What 
degree of political resistance would be aroused if defla- 
tionary measures were now seriously envisaged in Holland 
and Switzerland it is not possible to foretell. Probably 
opposition would be considerable. The Dutch Finance 
Minister has already stated in public that, in the event of 
a general stabilisation agreement, his country would make 
some adjustment to world conditions through the 
currency. It is conceivable that rather than engage in an 
economically destructive process of forcing down prices, 
rents, wages and profits it may do so before—if the period 
of waiting proves too long and too trying. 

Only in Switzerland has the voice of Authority been 
recently heard frankly preaching an all-round reduction 
of wages and salaries, etc. as a solution, in complete 
disregard—or is it really ignorance ?>—of the devastating 
effects of attempting to scale down a highly organised 
economy from a higher to a lower price-level; and despite 
the unmistakable experience of its ‘“‘ dangerously-living ”’ 
southerly neighbour. Because the depreciation of the 
pound is held to have been culpable and the devaluation 
of the dollar wanton, the inescapable fact that these 
two dominant world currencies have now irretrievably 
undergone a 40 per cent. reduction in gold value is 
disregarded as a matter of virtue and rectitude; while 
the further circumstance that almost all other currencies 
(South America, Japan, China, etc.) have depreciated 
much further and that Germany may one day be expected 
to devalue is altogether forgotten. Germany, indeed, did 
considerable injury last year to Swiss tourist traffic by 
the sale of 40 per cent. depreciated Registermarks. 

However, it seems at least possible that if some 
definite action becomes imperative before long in Switzer- 
land to prevent further decline, the common sense of the 
man in the street may after all not acquiesce in the 
singular notion entertained by some of his present 
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political leaders that an increase in the rentiers’ real 
income, caused by a fall in prices, is the Act of God; 
but that a reduction of his (nominal, though not even 
legal) claim to gold, intended to restore the balance 
between debtor and creditor is mortal sin, even in a world 
which has adopted a new conventional valuation for 
gold. Perhaps, however, it will one day be realised— 
even in Switzerland—that as the world’s currencies have 
lost nothing in purchasing power, it is gold and gold 
currencies which have appreciated, not other currencies 
which have depreciated; and that this fact, so long as it 
remains a fact, is bound to exert a damaging and per- 
sistently deflationary pressure upon the minority group 
of gold db/oc countries. 


Appointments and Retirements 


Bankers’ Clearing House 


Lord Bradbury of Winsford, G.C.B., a Director of 
Williams Deacon’s Bank Limited, has been elected Chair- 
man of. the Committee of London Clearing Bankers for 
the ensuing year. Mr. J. W. Beaumont Pease has been 
elected Deputy-Chairman. 

Lord Bradbury is an Hon. Fellow of Brasenose 
College, Oxford. He was an Insurance Commissioner and 
a member of the National Health Insurance Committee 
from I9gIr to 1913, and Joint Permanent Secretary to 
H.M. Treasury from 1913 to 191g. For the next six 
years he was the principal British representative on the 
Reparation Commission at Paris and from 1925 to 1929 
was Chairman of the National Food Council. He was 
elected a Director of Williams Deacon’s Bank Limited 
in 1925. 

Mr. Beaumont Pease has been a Director of Lloyds 
Bank Limited since 1903 and Chairman since 1922. 


Bank of Ireland 


Mr. Thomas Shannon Martin, formerly Deputy- 
Governor, has been elected Governor of the Bank of 
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Ireland. Mr. Henry Brodhurst Pollock succeeds him 
as Deputy-Governor. 

Mr. Martin was born in 1891 and educated at Down- 
side School and Trinity College, Dublin. He served in the 
War from 1914 to 1918 and was Temporary Major of 
the 5th Battalion of the Connaught Rangers. Mr. Martin 
is Joint Managing Director of Messrs. T. & C. Martin 
Limited, Dublin, Director of the National City Bank 
Limited, and Dublin Artisans Dwelling Company Limited, 
and is on the Local Board of the Liverpool & London & 
Globe Insurance Company Limited. 

Mr. Pollock was born in 1883 and educated at Malvern 
College and Trinity College, Dublin. During the War 
he served in Gallipoli from 1915 to 1916 and in France 
from Ig16 to 1918, and was promoted Temporary Com- 
mander, R.N.V.R. He was awarded the D.S.O. and bar 
in recognition of his services. Mr. Pollock is Chairman 
of Ferrier Pollock & Company Limited, Director of 
Cairne’s Limited, and Dublin South City Market Company 
and is also on the Local Board of the Liverpool & London 
& Globe Insurance Company Limited. 


British Linen Bank 


Mr. John M. Kellas, Agent at the principal office in 
Dundee of the British Linen Bank, has retired after 
forty-seven years’ service. A native of Aberdeen, Mr. 
Kellas entered the Bank there in 1888. In 1897 he went 
to the Elgin Branch, and in 1900 was transferred to the 
Head Office in Edinburgh, where he was attached to the 
Law Department. In 1904 he was appointed Agent at 
the West End Branch in Aberdeen, where he had begun his 
banking career sixteen years before. From 1909 to 1924 
he was in charge of the Kilmarnock Branch in Ayrshire, 
and from 1924 to 1929 he was Agent at the important 
farming branch at Hawick. Since then he has repre- 
sented the Bank in Dundee. He holds the office of 
Honorary Sheriff Substitute of Roxburghshire. 

Mr. Kellas is succeeded by Mr. James White, who 
entered the service of the Bank at Paisley, and after 
several years there was transferred in Ig12 to the Head 
Office in Edinburgh. During the War he held a Com- 
mission in the 5th Royal Scots, and served in Mesopotamia. 
L 
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political leaders that an increase in the ventiers’ real 
income, caused by a fall in prices, is the Act of God; 
but that a reduction of his (nominal, though not even 
legal) claim to gold, intended to restore the balance 
between debtor and creditor is mortal sin, even in a world 
which has adopted a new conventional valuation for 
gold. Perhaps, however, it will one day be realised— 
even in Switzerland—that as the world’s currencies have 
lost nothing in purchasing power, it is gold and gold 
currencies which have appreciated, not other currencies 
which have depreciated; and that this fact, so long as it 
remains a fact, is bound to exert a damaging and per- 
sistently deflationary pressure upon the minority group 
of gold bloc countries. 


Appointments and Retirements 


Bankers’ Clearing House 


Lord Bradbury of Winsford, G.C.B., a Director of 
Williams Deacon’s Bank Limited, has been elected Chair- 
man of the Committee of London Clearing Bankers for 
the ensuing year. Mr. J. W. Beaumont Pease has been 
elected Deputy-Chairman. 

Lord Bradbury is an Hon. Fellow of Brasenose 
College, Oxford. He was an Insurance Commissioner and 
a member of the National Health Insurance Committee 
from Ig1I to 1913, and Joint Permanent Secretary to 
H.M. Treasury from 1913 to 1919. For the next six 
years he was the principal British representative on the 
Reparation Commission at Paris and from 1925 to 1929 
was Chairman of the National Food Council. He was 
elected a Director of Williams Deacon’s Bank Limited 
in 1925 

Mr. Beaumont Pease has been a Director of Lloyds 
Bank Limited since 1903 and Chairman since 1922 


Bank of Ireland 


Mr. Thomas Shannon Martin, formerly Deputy- 
Governor, has been elected Governor of the Bank of 
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Ireland. Mr. Henry Brodhurst Pollock succeeds him 
as Deputy-Governor. 

Mr. Martin was born in 1891 and educated at Down- 
side School and Trinity College, Dublin. He served in the 
War from 1914 to 1918 and was Temporary Major of 
the 5th Battalion of the Connaught Rangers. Mr. Martin 
is Joint Managing Director of Messrs. T. & C. Martin 
Limited, Dublin, Director of the National City Bank 
Limited, and Dublin Artisans Dwelling Company Limited, 
and is on the Local Board of the Liverpool & London & 
Globe Insurance Company Limited. 

Mr. Pollock was born in 1883 and educated at Malvern 
College and Trinity College, Dublin. During the War 
he served in Gallipoli from 1915 to 1916 and in France 
from 1916 to 1918, and was promoted Temporary Com- 
mander, R.N.V.R. He was awarded the D.S.O. and bar 
in recognition of his services. Mr. Pollock is Chairman 
of Ferrier Pollock & Company Limited, Director of 
Cairne’s Limited, and Dublin South City Market Company 
and is also on the Local Board of the Liverpool & London 
& Globe Insurance Company Limited. 


British Linen Bank 


Mr. John M. Kellas, Agent at the principal office in 
Dundee of the British Linen Bank, has retired after 
forty-seven years’ service. A native of Aberdeen, Mr. 
Kellas entered the Bank there in 1888. In 1897 he went 
to the Elgin Branch, and in 1900 was transferred to the 
Head Office in Edinburgh, where he was attached to the 
Law Department. In 1904 he was appointed Agent at 
the West End Branch in Aberdeen, where he had begun his 
banking career sixteen years before. From 1909 to 1924 
he was in charge of the Kilmarnock Branch in Ayrshire, 
and from 1924 to 1929 he was Agent at the important 
farming branch at Hawick. Since then he has repre- 
sented the Bank in Dundee. He holds the office of 
Honorary Sheriff Substitute of Roxburghshire. 

Mr. Kellas is succeeded by Mr. James White, who 
entered the service of the Bank at Paisley, and after 
several years there was transferred in 1912 to the Head 
Office in Edinburgh. During the War he held a Com- 
mission in the 5th Royal Scots, and served in Mesopotamia. 
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Returning to Edinburgh in 1919 Mr. White has for some 
years been one of the Bank’s senior Inspectors, in which 
capacity he has gained a wide experience of all classes of 
business, so that he is well equipped to undertake the 
management of this important office of the Bank. 


Clydesdale Bank 

Mr. George Reoch Wilson, who has been Manager of 
the Clydesdale Bank’s principal London branch in 
Lombard Street for eleven years, has retired, and is 
succeeded by Mr. David Houston, who was formerly 
Assistant Manager. Mr. J. H. Thomson, the former 
Accountant, has been appointed Assistant Manager. 

Mr. George Reoch Wilson was born in the Clydesdale 
Bank House at Leith, where his father was sometime 
Agent. He received his early education at the Kelvin- 
side Academy in Glasgow, and also at Rossall School. 
In 1888 he entered the service of the Bank of Scotland 
at their Sauchiehall Street, Glasgow, office, and after 
some further experience gained at St. Vincent Place, 
was promoted to the Inspectors’ Department in Edin- 
burgh, and in 1896 received an appointment on the 
London staff. In 1904 he was offered, and accepted, the 
post of Assistant Superintendent of Branches in the 
Clydesdale Bank, and proceeded to Glasgow, where, 
during the ten years which followed, he amply justified 
the selection that had been made. In 1914 he returned 
to London as Assistant Manager. In January, 1924, 
on the death of Mr. Lochhead, he was appointed Manager. 

Method and efficiency have been characteristics of 
Mr. Wilson at every stage of his career. During his 
early period in Glasgow he passed both the Associates’ 
and Members’ Examination of the Institute, and his name 
is now identified with the Life Members’ Roll. Intensely 
patriotic, he joined the old volunteer movement in his 
youth, and served in the Glasgow Highlanders. During 
his Edinburgh period he was connected with the Queen’s 
3rigade, and on going south joined the London Scottish. 
When the South African War broke out he volunteered 
for active service, and went out to the Cape with the 
Service Company attached to the 2nd Battalion of the 
Gordon Highlanders. He holds the South African Medal 
with five clasps. During the Great War Mr. Wilson 
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served as a special constable from 1914 to 1919, and also 
worked for the Hampstead V.A.D. Hospital. Possessed 
of a high sense of duty, reflected in a determination to 
adapt himself to whatever position in life he may hold, 
and a disposition which accepts and will not shirk 
responsibility, the London Manager of the Clydesdale 
Bank enjoys the friendship and esteem of a circle which 
is by no means limited to the banking profession. Mr. 
Wilson has also had a long connection with the Church 
of Scotland, Crown Court, Covent Garden, where he is 
Clerk to the Session. 

Mr. David Houston entered the service of the bank at 
the Paisley Road Branch, Glasgow, in 1896. He was 
transferred to the Hutcherstown Branch in Igoo, and a 
year later to the Head Office. He was appointed Confi- 
dential Clerk to the General Manager in 1911, Agent at 
Falkirk in 1919, and Joint Superintendent of Branches 
in 1922. In January, 1924, he was appointed to succeed 
Mr. Wilson as Assistant Manager at the Lombard Street 
Branch. 

Mr. J. H. Thomson joined the bank at Carlisle in 1888. 
He was transferred to the Lombard Street office in IgII, 
becoming Assistant Accountant in Ig16 and Accountant 


in 1924. 


County Bank 


The Directors of the County Bank Limited announce 
that Mr. Disney Barlow, of Leicester, has been elected 
to a seat on the Board. Mr. Barlow is a Director of 
Liberty Shoes, Leicester, and British Shoe & Textile 
Exporters Limited, London. 


Lloyds Bank 


Mr. C. M. Dron has retired from the position of Joint 
Manager of the Southampton Branch of Lloyds Bank 
Limited. Mr. S. Gallichan is to be Sole Manager and 
Mr. W. F. M. Hopkins, from Hemel Hempstead, has 
been appointed Assistant Manager. 

Mr. Dron was born in 1874, and educated at the 
Classical and Commercial School, Dorchester. His first 
banking appointment was with Eliot & Co. at Dorchester. 
In 1908 he was appointed to the Capital & Counties 
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Inspectors’ Office, and became Joint Manager of the 
Southampton Branch of Lloyds Bank Limited in 1931. 


National Bank of Australasia 


Mr. Ernest Henry Wreford has retired from his 
position of Chief Manager of the National Bank of 
Australasia Limited and has accepted an invitation to 
fill the vacancy on the Board of Directors caused by the 
death of Sir John Grice. Mr. Leslie James McConnah 
has been appointed to succeed Mr. Wreford as Chief 
Manager. 

Mr. Wreford was born at Adelaide in 1866 and 
educated at the North Adelaide Grammar School. He 
was appointed Assistant Chief Manager of the Bank at 
Melbourne in Igt0 and Chief Manager in Ig12. Heisa 
member of the Council of the Melbourne Chamber of 
Commerce, a Foundation member of the Australian 
National Committee of the International Chamber of 
Commerce, and a member of the Council, Royal Empire 
Society (Victorian Branch). 

Mr. McConnah was born at Benalla in 1887, and 
educated at the North Eastern College, Benalla. He 
joined the National Bank of Australasia Limited in 1904, 
and after eleven years of service in country and city 
branches was transferred to the Elizabeth Street, Sydney, 
branch. Later, in 1915, he was made Chief Clerk at the 
Sydney office, and in I917 was appointed Accountant 
of the George Street branch, becoming Manager for a 
few months in 1920. He was Sub-Manager of the 
Sydney office from 1920 to 1923, when he was placed in 
charge of the South Australian business of the bank. 
In 1928 he was appointed Manager of the London office, 
and in 1930 became State Manager for New South Wales. 
He was appointed Assistant Chief Manager of the bank 
at the end of 1934. 


National Provincial Bank 


The Directors of the National Provincial Bank 
announce the retirement from the Board of Mr. Charles 
Cave Cave. The Hon. Jasper Nicholas Ridley has been 
appointed a Director of the bank. 

Mr. Cave was educated at Winchester and Trinity 
College, Cambridge. He graduated in 1877, and then 
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entered the Banking House of Prescott, Cave, Buxton, 
Loder & Company, where his uncle, Mr. Charles Cave, 
was a partner. In 1880 he was admitted as a partner, 
and continued so until the bank was taken over by the 
Union Bank of London in 1902, when he became a Director 
of the Union Bank. When the latter amalgamated 
with the National Provincial Bank in 1918 he became 
a Director of the amalgamated bank. 

The Hon. J. N. Ridley was born in 1877 and educated 
at Eton and Balliol College, Oxford, where he graduated 
in 1908. He contested Morpeth (U.) in January, Igro, 
and Newcastle-on-Tyne in December, 1910. He served 
in the War with the Northumberland Hussars Yeomanry 
and gained the O.B.E. and the Chevalier Legion d’Hon- 
neur. He was Secretary of the Ministry of Labour 
Training Grants Committee (Appointments Dept.) from 
1919 to 1920, and a Member of the Reorganisation Com- 
mission for Pigs and Pig Products in 1932, and for Fat 
Stock Industry from 1933 to 1934. He is a Director of 
Coutts & Co., Chairman of the Ocean Accident & 
Guarantee Corporation, and a Special Member of the 
Bacon Marketing Board. 


American Banking 


By a Correspondent 


HE first quarter reports of banks and trust com- 
| panies were rendered somewhat obscure by the 
confusion in reporting dates. The Controller of the 
Currency, for reasons more political than economic, 
called upon national banks to report on March 4, the 
second anniversary of the Roosevelt inauguration, 
whereas the New York State Superintendent of Banks, 
calling for published reports of the banks in his charge 
for the first time since December 31, 1932, selected 
March 30 for the reporting date. The banks themselves 
issued their statements not merely on these dates, but 
on others, as happened to suit their convenience. 
Unsatisfactory, statistically, as were the comparisons 
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thus made available, they were sufficient to confirm the 
general suspicion that the banks in recent months had 


been doing a profitless business. A sample compilation 
of 25 important banks which were the first to report, 
Ig in New York City and the remainder in Philadelphia, 
Boston, Chicago and other cities, showed a gain in un- 
divided profits account since the end of last year of 
only 0-4 per cent., although the rise from a year ago was 
5°9 per cent. These banks showed declines of 3 per 
cent. and 3-2 per cent. respectively in total resources 
and deposits since the year’s end, but rises of 7-4 per cent. 
and 12-4 per cent. in resources and deposits respectively 
compared with March, 1934. In practically all cases large 
increases in holdings of United States Government 
securities and in cash were shown for the latest period, 
while loans and discounts were either somewhat lower or 
virtually unchanged. 

What the statements showed, above everything, was 
that the larger banks, stuffed with excess cash reserves 
and with short-term Government securities yielding 
practically nothing, were quietly starving to death for 
lack of means to make a profit. This situation has 
compelled the banks to turn more and more toward 
municipal securities and high-grade corporate bonds, but 
here, too, the yields are approaching the vanishing point. 
The trend has been indicated in the recent weekly 
statistics of the Federal Reserve on reporting member 
banks in gI leading cities of the country which have 
shown a greater rise in holdings of “ other securities ”’ 
than in holdings of direct obligations of the Government. 
The following table shows the principal changes in the 
deposits and loans and investments of the reporting banks 
as of March 27, 1935, compared with a month and a year 
i (In millions of dollars) 

Increase or 
decrease since 
Mar. 27, Feb. 27, Mar. 28, 


1935 19435 1934 
Net demand deposits .. ve a 14,150 25 + 2,356 
Total loans and investments .. “a 18,403 -+ 142 4 ggI 
Loans on securities ea ae os 3,028 -+ 33 486 
Other loans - - 4,581 — 22 66 
U.S. Government direct oblig: ations .. 7,281 + 54 -+- 1,054 
Other securities 3.573 + 77 4 48g 








AMERICAN BANKING 127 





There was a decline of nearly $400 millions in March 
in the reserves of member banks of the Federal Reserve 
System, due partly to the income tax payments and 
partly to the deposit by national banks of funds with the 
Treasury for the redemption of national bank notes in 
circulation. This large loss of reserves has, however, 
scarcely made a dint in the huge surplus of reserves held 
by the banks. It has been entirely without influence 
on money rates. 

As directly concerned the banking community there 
were two political events of importance in the thira 
month of the year. The first was the decision of the 
Treasury to utilise all of the remaining unallocated 
portion of the gold “ profit ’ derived from devaluation 
to retire the 2 per cent. Government bonds, which carried 
the circulation privilege, thereby eliminating national 
bank note currency permanently from the money system 
of the country. The second was the announcement by 
the American Bankers’ Association of a stand favouring in 
general the Administration’s new banking bill, with an 
attempt to trade this approval for some changes in the 
bill which would circumscribe political control of the 
Federal Reserve System. Of more general significance 
was the breaking of the deadlock early in April over the 
Administration’s $4,880 millions work relief bill, and its 
passage by Congress in slightly amended form, which 
cleared the way for other legislation. A fourth political 
development was the increasing strength of the protest 
organised by public utility interests against the Rayburn- 
Wheeler bill now pending in Congress which seeks to 
destroy public utility holding companies. There were 
signs that this protest was having its effects and that the 
bill would be greatly amended. If this proves to be the 
case it will lift a great deal of the gloom and apprehension 
from the financial community. 

The Treasury’s plan for eliminating national bank 
note currency from the currency system is of the utmost 
importance. It is, first of all, a sound and long-past-due 
measure of monetary reform and there could be no better 
time to undertake it than now, when the circulation privi- 
lege is unprofitable and the banks are in no mood to 
oppose the action. More important than this, however, 
is the fact that the Treasury has found a means of making 
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use of all the gold “ profit ’’ not at present earmarked 
for the $2,000 millions stabilisation fund, without creating 
an inflationary effect. The gold “ profit ’’ contained the 
potentialities of inflation and was a tempting morsel 
to have dangling loose before the eyes of Congress. In 
using it to retire the bonds carrying the circulation 
privilege the Treasury has put it beyond the reach of 
Congress and has found the one means known to bankers 
here whereby the fund could be used without swelling 
bank reserves. 

That the operation will have practically no effect 
upon bank reserves is due to the fact that the funds paid 
out by the Treasury in redeeming the bondswill be matched 
by funds which the banks will have to turn over to the 
Treasury for the retirement of their outstanding currency. 
As has been mentioned above, the first effects of the 
operation have actually been a heavy shrinkage of 
member bank reserves, but this loss will be restored when 
the time comes for the Treasury to redeem the bonds. 
The whole plan is, unquestionably, the most widely 
approved monetary step yet taken by the Roosevelt 
administration. Curiously enough, even the inflationists 
hailed it, at first, although they seem to have discovered 
their mistake later on. 

The action of the American Bankers’ Association in 
approving the proposed Banking Act of 1935, subject to 
proposals for altering the set-up of the Federal Reserve 
Board, so as to safeguard it somewhat from political 
pressure, disclosed a marked advance in the technique 
of the bankers in meeting Government reform measures. 
It helps to explain the previous curious silence on the 
part of individual bankers with respect to the bill. 
Evidently it has been determined that nothing is to be 
gained by perpetuating the past attitude of the bankers 
of being “‘ against everything.’ 

Under the new methods, it is evident, the bankers are 
to attempt to work by pe rsonal contact with the political 
authorities, opposing nothing that they cannot hope 
successfully to block, and endeavouring by persuasion 
to secure whatever concessions they consider essential. 
They have had some success in their attempts to co- 
operate with Mr. Marriner S. Eccles, the new Governor of 
the Federal Reserve Board, and have succeeded in the 
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present case in preserving a friendly relationship in 
Washington with those who are sponsoring the new bill. 
Meanwhile, Mr. Eccles has made it plain that he wants 
direct political control of the banking system but is 
willing to concede a few changes in the bill. 


French Banking 


By M. Mitzakis 


ONDITIONS in the French money market were 
i somewhat firmer in March. The issue of a new 

tranche of Treasury bills was sufficient to reduce 
the volume of funds available. And yet the whole of the 
new issue was not placed on the market. Of the five 
milliard francs authorised, about one milliard was taken 
up by the banks, and two milliards were placed with the 
public. The Government soon realised that the resources 
of the money market were very limited. In London the 
British Treasury does not find it difficult to place bills 
with the banks, since the latter, thanks to the custom of 
using cheques, keep the major part of the liquid resources 
of the public. The situation is not the same in France. 
The most popular means of payment there is not the 
cheque but the bank note. While in England the note 
circulation amounts to £360 millions to £370 millions, in 
France it is 81 to 82 milliard francs, equivalent to £1,100 
millions. On the other hand, bank deposits in England 
amount to £2,500 millions, while in France they are 
barely £700 millions, being equivalent to 50 milliard 
francs. 

Thus, the major part of the monetary resources of the 
public is not in the hands of the banks, but is retained by 
the public. In these conditions the French Government 
cannot rely upon the banks to meet its financial require- 
ments. The great reserve of funds is not the money 
market, but is constituted by innumerable small capitalists 
all over the country hoarding bank notes. When the 
Government realised that the resources of the banks 
were nearly exhausted, it appealed to the public. It 
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issued 4 per cent. Treasury bonds at 986 francs, repayable 
between 1938 and 1947 at rates varying between 1,000 
francs and 1,090 francs. The amount offered was 
2 milliard francs, which was covered quickly. In fact, 
applications were in excess of the amount offered. 
Thanks to this operation there was no need for the money 
market to absorb more than I milliard of the 3 milliards 
of Treasury issues. In spite of this conditions became 
stringent. The firmer tendency was not, however, 
expressed in the rates, which showed no appreciable 


change. 
End of Endof End of 
Jan., Feb., March, 


1935 1935 1935 











' % % % 
Banque de France, rediscount rate 3 | 24 24 
Market rate of discount me a sie 2 2t 2k 
Day to day money .. - vs ‘a 1} 14 14 
Loans on Bons de la Défense Nationale :— 
Market rate for r month .. és ws 2} 2# 2} 
Market rate for 3 months os os 2} 24 2} 
Rates of loans on securities :-— 
On the Parquet ‘ we ve 2 § § 
On the Coulisse .. we “ “ 4t 44 4t 


The market rate of discount remained at 2} per cent., 
and day to day money rates continued to remain around 
14 per cent. The rates on loans on Bons de la Défence 
Nationale for one month was the only one to show a slight 
rise from 2}3 per cent. to 24 per cent. The rates on 
loans on securities remain unchanged. This stability 
of the rates should not be interpreted as an indication of 
a stationary situation in the money market. It would 
have been sufficient for the Treasury to issue an additional 
tranche of short term bonds to cause immediately a fairly 
substantial rise in interest rates. It is because the 
Government limited its borrowing in accordance with the 
capacity of the market that rates did not rise. In 
reality the volume of funds was much smaller, and the 
money market was much less easy than in February. 
During the first few days of April there was slight 
stringency. 

The Belgian monetary crisis was a contributory cause 
to the tighter money conditions in France. The sudden 
devaluation of the belga caused a profound impression 
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in Paris. There have always been close financial relations 
between France and Belgium, and the two countries have 
on many occasions expressed the identity of their interests 
in the monetary sphere. Consequently, the crisis of the 
belga resulted in an outflow of French capital. During 
the second half of March there was some buying of sterling 
and British securities in Paris, which indicated a certain 
amount of uneasiness regarding the prospects of the franc. 
This flight of capital did not assume large dimensions, 
and up to the end of March did not result in any decline 
in the gold reserve of the Bank of France. 

End of End of End of 

Jan., Feb., March, 

1935 1935 1935 


ASSETS. (millions of francs) 
Gold reserve .. ‘ - -. 82,014 82,040 82,635 
Foreign exchange reserve (total) - _ 740 740 797 
Sight ee ee ‘ ‘i oe 10 10 10 
Time - a me és 730 730 787 
Discounts (total) ¥ ‘9 so ‘th 4,226 4,219 4,390 
Bills on France... R - ws 4,003 3,998 4,170 
Bills on foreign countries. a ‘ 223 221 220 
Advances on bullion - “a i 1,174 1,194 1,185 
Advances on securities Ke re st 3,149 3,080 3,119 
Bonds on the Caisse Autonome .. r 5,837 5,833 5,833 


LIABILITIES. 
Note circulation - .. 81,686 81,917 83,044 
Current and deposit accounts (total) 20,225 19,946 19,880 
Of which— 

Treasury . id a ro 7 1,064 705 538 
Caisse Autonome .. a - wa 2,688 2,914 3,129 
Private accounts .. bi wa .. 16,295 16,155 15,976 
Sundry x “is - 178 173 237 

Total of sight liabilities es -. IOI,QII 101,863 102,924 

Percentage of goldcover .. ws .. 80-48% 80-54% 80-29% 


During March the gold stock increased from 
Frs. 82,040 millions to Frs. 82,635 millions. This increase 
shows either that the outflow of funds was not very 
important or that it was offset by the inflow of foreign 
capital. A certain amount of Belgian funds took flight 
in Paris. Their total was, however, moderate. Had 
there been a wholesale flight of French capital, the influx 
of Belgian funds would not have been sufficient to prevent 
a decline in the gold reserve of the Bank of France. The 
absence of a reduction in the gold stock of the Bank of 
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France may be regarded, therefore, as a proof that the 
position of the franc has not been undermined by the 
Belgian monetary crisis. 

In fact, that crisis affected particularly the Dutch 
guilder and the Swiss franc. The Swiss National Bank 
and the Netherlands Bank had to sell large amounts of 
gold to prevent the depreciation of their currencies below 
gold export point. It appears probable that these two 
institutions will be able to break the bear speculation 
on their currencies. Their policy, consisting of reducing 
their sight liabilities simultaneously with the decline of 
their gold reserve, is bound to lead to that result. It is 
none the less a matter for regret that the countries which 
have remained faithful to the principle of the gold 
standard, and which for this reason secured for the 
world the continuity of the gold standard, should be 
constantly exposed to attacks by international specula- 
tion. It seems that this state of affairs should induce 
the countries with an inconvertible currency to stabilise 
their exchanges. For it is idle to deny that if one day 
the currencies of the gold bloc begin to fluctuate it would 
lead to a currency depreciation race, from which the 
whole world would suffer. 

It is satisfactory to note that in France public opinion 
remains faithful to the maintenance of the franc at its 
present value. The campaigns conducted in favour of 
devaluation have not so far succeeded in shaking the 
fundamental monetary conception of the large majority 
of the French people. When M. Flandin declared in the 
Chamber of Deputies immediately after the devaluation 
of the belga, that France would remain faithful to the 
Stabilisation Law of June 25, 1928, his statement met 
with almost unanimous approval. There can be no com- 
parison between the situation of France and that of 
Belgium. The position of the Bank of France is much 
stronger than that of the National Bank of Belgium. The 
situation of the French banks is perfectly sound. The 
leading Paris banks have never committed the mistakes 
committed by the Belgian banks. Their assets are not 
immobilised. France has no banking problem. 

In order to emphasise the determination of France 
to resist devaluation, M. Flandin announced his intention 
to mint gold coins. The law of June 15, 1928, provided 
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for the minting of 100 franc coins. This provision was 
not applied in the past, in the absence of budgetary 
allocations to cover the minting cost. In the budget for 
1935, however, provisions have been made in this respect. 
The proposed measure does not mean that France will 
issue immediately a large amount of gold coins. The 
coins minted will remain for the moment in the vaults 
of the Bank of France. It is to be expected, however, 
that once the coins are minted there will be pressure in 
favour of putting them into circulation. The French 
public is anxious to see gold coins once more. Since, 
however, the maximum output of the mint is rf to 2 
milliard francs per annum, the issue of new coins cannot 
take place for a long time. It is believed, in fact, that 
before beginning to issue coins, it will be necessary to 
constitute a stock of about 50 milliard francs. 


German Banking 


By a Correspondent 


\ X J HILE the two Berlin banks which do not possess 
branches, the Reichs-Kredit-Gesellschaft and the 
Berliner Handels-Gesellschaft, increased their 
dividend for 1934 from 5 to 6 per cent., the three leading 
branch banks again passed their dividend. The Deutsche 
Bank und Disconto-Gesellschaft and the Commerz- und 
Privat-Bank have already published their annual reports. 
The result is what was to be expected. The current 
earnings of the German banks in 1934 were lower than in 
1933, primarily owing to the decline in interest rates which 
was not compensated by an increase in earnings from 
commissions. In addition, banks were burdened with 
unproductive work through the exchange restrictions. 
On the other hand, the amount that had to be written 
off or set aside for bad debts was also lower, for in 
consequence of the improvement of trade a number of 
frozen credits have been repaid. At the same time, 
hidden reserves have increased also through the rise in 
security prices. In face of the general progress towards 
consolidation it was hoped in many quarters that a 
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dividend would be declared for 1934. The Deutsche Bank 
und Disconto-Gesellschaft explained its decision to pass its 
dividend by the necessity of strengthening reserves, so that 
if in subsequent years there isa decline in tradethere should 
be no need for discontinuing payment of dividend once it is 
resumed. This policy is also advisable in order to secure 
the success of any appeal that the bank might later make 
to the investors for fresh resources. In the long run, its 
own capital in proportion to its balance sheet total is 
inadequate. 

In order to judge the profit and loss account it is 
necessary to bear in mind that German banks usually 
place their capital appreciation and special profits on 
hidden reserve. The Deutsche Bank und _ Disconto- 
Gesellschaft shows for 1934 a gross profit of Rm. 132 
millions against Rm. 136-2 millions for 1933. As there 
was a slight increase in overhead charges the net profit 
declined from Rm. 25 millions to Rm. 20-2 millions. It 
will be used once more for writing off debts and for 
reserves. The Commerz- und Privat-Bank earned for 
1934 some special profits, so that its total gross profit 
increased from Rm. 55-9 millions to Rm. 58-1 millions, 
and its net profit from Rm. 10-5 millions to Rm. 14-4 
millions. The profit was used also in this case for writing 
down debt and for strengthening reserves. In 1933 the 
contingency reserves had to be reduced by Rm. 20 
millions. 

The decline in the balance sheet items of German 
banks continued in 1934 apart from a few exceptions. 
The decline was, however, substantially more moderate 
than during the previous years. The further decline in 
creditors is largely due to the repayments on account of 
foreign credits. ‘This is particularly plain in the detailed 
account of the Deutsche Bank und Disconto-Gesellschaft. 
The total foreign credits of this bank declined from 
Rm. 403 millions to Rm. 352 millions during 1934. The 
decline in foreign credits in terms of foreign currencies 
was, however, much more pronounced, from Rm. 273 
millions to Rm. 206 millions. On the other hand, foreign 
deposits in terms of reichsmarks advanced from Rm. 130 
millions to Rm. 146 millions. This was mainly due to 
payments in favour of foreign commercial creditors in 
connection with clearing agreements. The decline of 
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inland creditors was only due to the lower deposits. In 
spite of the larger requirements through the improvement 
of trade, the purchase of securities and to some extent of 
real estate, other inland creditors showed an increase. 


Outside Resources of the DD Bank 


Inland Creditors Foreign Creditors 
Acceptance 
End of Total Banks Others Total Banks Others Credits Total 
Creditors (in millions of Reichsmarks) 
1929... 4,729 289 2,617 2,906 801 357 665 1,823 
1930 ... 4,137. 384 2,252 2,636 559 253 689 ‘1,501 
I9Q3I_ .-- 2,993 194 2,113 2,307 1606 155 365 686 
1932 ... 2,812 284 1,955 ,242 122 129 319 570 


> 
19023... 2,05FO 285 1,919 2 
? 


2 
207. 103 II4 186 403 
19034 «.. 2,535 182 2,001 I 


183 97 IIIf 141 352 

On the assets side the decline of advances continued. 
In the case of the Deutsche Bank und Disconto-Gesell- 
schaft they declined from Rm. 1,865 millions to Rm. 1,638 
millions, in the case of the Commerz- und Privat-Bank 
from Rm. 829 millions to Rm. 738 millions. The greater 
part of the decline was due to reductions in acceptance 
credits, but other advances were also lower. This was 
due to further repayments of frozen credits and of credits 
in general, but the decline of commodity stocks, as a 
result of the import control, also played a part, even 
though the decline in the supplies of industrial under- 
takings was partly offset by an increase in the stocks of 
merchants. The Deutsche Bank und Disconto-Gesell- 
schaft increased its new credits from Rm. 707 to Rm. 829 
millions, but repayments of old credits were substantially 
larger. A detailed report of the bank shows that the 
demand for credit confined itself to a very large extent 
during last year to large amounts, since the trade revival 
helped large enterprise to a greater extent than medium- 
sized enterprise and smaller industries. 

Since the decline of advances was in excess of the 
decline of creditors liquid resources increased further. 
The Commerz- und Privat-Bank increased its Treasury 
bill holding, while the Deutsche Bank und Disconto- 
Gesellschaft increased its holding of other bills which is 
probably due to the acquisition of larger amounts of 
unemployment relief bills. The liquid funds were in- 
vested in part in securities, and this item increased also 
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Rm. 
Total 
Up to 300 
From 301 to 1,000 
I,ooI 5,000 
5,00! 20,000 
20.001 100,000 
100,001 500,000 


500,001 
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I,000,00I ,, 5, 
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through the 
municipal bond 
Bank und 


amounted to Rm. 


KNeceipts trom 


[Interest a 
Commission 


nd discou 
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ts written 


Less amoun 
Lottery account 
Participations 
Gross Profit 
Overhead charges 
Net Profits 

( ipit il 

Reserves 

Creditors 
Acceptances de 
Cash (and Clearing B: 
Bills, cheques, and 1] 
Advances on goods 
Debt 


Investments 
Participations ... 
Balance Total 


Sheet 


,000,000 
000,000 


000,000 


conversion 


issues. 


Py7DJe 


y i) 


Balance 


nt 


oli 


inks 





1933 1934 

Number Amount Number Amount 
Rm. thous. Rm. thous. 
I 18,246 700,970 95,159 829,210 
38,974 5,400 27,619 4,369 

29,411 946 23,051 14,229 
31,280 79,549 20,036 64,949 
13,203 135,308 12,255 125,993 
4,431 190,569 5,051 220,281 
844 173,928 989 210,659 
65 49,158 104 74,704 
35 55,113 49 92,773 
— — 2 21,252 


of municipal book debts into 


In 


Disconto-Gesellschaft 
5 millions. 


Sheet Figures 


re iSUTY Bills 


(in millions of Reichsmarks) 











the case of the Deutsche 
such conversions 
DD Bank Commerz-bank 
1933 1934 1933 1934 
65°90 62°7 24°7 20°5 
75°S 976°0 312 31°6 
144°7 138-6 55°9 55°1 
II-‘oO 8°7 — — 
133°7 129°9 55°9 55°1 
I-O 0-6 —- — 
r°5 I°4 <= — 
136-2 132°0 55°9 58°I 
III‘2 111°8 45°3 A3°7 
25°0 20°2 10"5 I4°4 
130 130 SO So 
25 25 10 10 
2,010 2,535 1,079 1,062 
231 229 173 170 
174 154 63 58 
749 520 339 307 
ISI 145 123 53 
1,684 1,490 700 655 
44 145 53 112 
110 Tit 27 23 
3,039 2,963 T,403 368 


For the first time since the new Bank Law iain 
operative the German banks published their return for 
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the end of February, 1935. The number of banks whose 
figures are included in these returns was increased from 
107 to 175. The detailed return gives an insight into the 
structure of German banking, and also provides some 
indications of the financing of unemployment relief works. 
The balance sheet total of the 175 banks is Rm. 27 
milliards. Of this Rm. 7-7 milliards concern the five 
leading Berlin banks, Rm. 6-7 milliards the Girozentralen, 
the central institutions of German savings banks. The 
share of 61 special banks with a balance sheet total of 
Rm. 6 milliards is also substantial. Their activity in 
connection with financing unemployment relief is particu- 
larly large. Creditors amount to Rm. 14:6 milliards, 
of which Rm. 5-8 milliards concerns the leading Berlin 
banks. Of the acceptance liabilities of Rm. 2-2 milliards 
the share of the big Berlin banks is only Rm. 0-8 milliards, 
while the share of the special banks is Rm. 1-1 milliards. 
The guarantee liabilities of Rm. 3 milliards are distributed 
in a similar way; Rm. 0-68 milliards is the share of the 
big banks, and Rm. 1-95 milliards that of the special 
banks. The large amount of Rm. 5 milliards for loans is 
explained by the fact that some mixed institutes, which, 
in addition to banking activity, are also engaged in 
mortgage loans, are included, and that the Girozentralen 
granted loans to municipalities. On the assets side, 
advances and loans on commodities amount to Rm. 8-3 
milliards, of which the share of the big Berlin banks is 
Rm. 4:1 milliards, and that of special banks Rm. 1-8 
milliards. The holding of bills, Treasury bills, etc., is 
Rm. 5-5 milliards, of which over Rm. 2 milliards belong 
to the big banks, Rm. 1-2 milliards to the Girozentralen, 
and nearly Rm. 1 milliard to the special banks. 

During March the development of the Reichsbank 
return was strongly under the influence of the Government 
loan of Rm. 500 millions taken over by the savings banks. 
Although 40 per cent. of the amount was payable in 
February and the rest only in May, the savings banks 
paid in the whole amount during the first half of March. 
The proceeds were used by the Government for the repay- 
ment of unemployment relief bills held by the Reichs- 
bank. For this reason the increase in the liquidity of 
the Reichsbank during March was considerable. During 
the first three weeks in March investments declined by 

M 
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Rm. 504 millions against Rm. 172 millions during the 
same period in 1934. The total investments of the 
Reichsbank apart from securities eligible for note cover 
were on April 6, Rm. 3,665 millions against Rm. 3,053 
millions a year ago, in spite of the redemption of Rm. 500 
millions of unemployment relief bills. 


International Banking Keview 


ITALY 


‘Te publication of the Annual Report of the three 
leading Italian banks, the Banca Commerciale 
Italiana, the Credito Italiano and the Banco di 
Roma is calculated to dispel the rumours that arose in 
connection with the announcement made early in March 
that the three banks do not propose to pay any dividend 
for 1934. The decision was not due to lack of profits 
available for distribution. Each of the three banks 
earned substantial profits, but on official advice the whole 
amount was either added to the reserve or carried 
forward. Although the balance sheets show an all- 
round decline of activity due to adverse trade con- 
ditions, in some directions there was a moderate expan- 
sion; for example, the Banco di Roma succeeded in 
increasing the amount of its acceptances by I4 per cent. 
As we pointed out in the last issue of THE BANKER there 
is no question of the amalgamation of the three banks 
and their conversion into a banking department of the 
Government. Such a step would be entirely superfluous, 
since under the Fascist régime the banks are in any case 
under Government control even if they are privately 
owned. That the Government intends to dispose of its 
holdings of bank shares is indicated by the fact that the 
Institute of Industrial Reconstruction actually placed 
recently some of its important holdings of industrial 
shares. The present moment is not suitable for unloading 
the bank shares, but it is in accordance with the Govern- 
ment’s policy to do so as soon as conditions have changed 
for the better. 
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During the month under review the selling pressure 
on the lira continued. Notwithstanding this the Govern- 
ment decided to relax some of the deflationary measures 
taken in connection with the weak trend of the lira 
towards the end of last year. The bank rate was reduced 
from 4 to 34 per cent., and the rate on advances on 
securities was reduced from 4} to 34 per cent. On the 
other hand, the Bank of Italy continued to support the 
lira in Paris. While at one time during the flight from 
the belga the lira was allowed to decline to 124 in Paris, 
subsequently it was raised to 126, and was kept around 
that figure throughout the selling pressure on the Swiss 
franc and the Dutch guilder. In order to provide the 
foreign balances required for the support of the lira, 
unofficial pressure has been brought to bear upon private 
holders who declared their holdings to surrender part of 
them to the Bank of Italy. 


BELGIUM 


The decision of the new Belgian Government to 
devalue the belga was due to a large extent to the difficult 
banking situation. In connection with the flight from 
the belga, deposits amounting to about four milliard 
francs were withdrawn from the banks. The facilities 
of the National Bank were drawn upon to a large extent 
to meet these withdrawals. Several banks were affected 
to a large extent by these withdrawals, and might have 
got into difficulties but for the devaluation which brought 
the pressure to an end. 

The devaluation of the belga was followed by the 
wholesale repatriation of the Belgian funds which took 
refuge abroad during the crisis. These in turn caused a 
substantial improvement in the banking situation. The 
withdrawals of deposits ceased, and a large part of the 
deposits withdrawn found their way back to the banks 
again. 


SWITZERLAND 


The flight of Swiss capital and the withdrawal of the 
foreign balances in connection with the referendum of 
June 2 has assumed considerable dimensions during the 
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month under review. The Swiss National Bank had to 
support the franc in Paris and lost a substantial amount 
of its gold reserve. There have been withdrawals of 
deposits from Swiss banks, which were only partly due to 
the fears as to the stability of the Swiss franc. To a 
large extent the withdrawals were the result of pessimism 
concerning the banking position in Switzerland. It is 
generally known that the banks have committed 
themselves to too large an extent in Germany, and also 
that a large part of the mortgage loans they granted in 
Switzerland has become hopelessly frozen in consequence 
of the economic depression. It is also feared that the 
withdrawals of deposits caused by the flight of capital, 
national and foreign, prior to the referendum may assume 
considerable dimensions as the date of the referendum 
approaches. The price of bank shares underwent a 
further sharp decline, and there has been much talk both 
in Switzerland and abroad about the difficult situation 
of some of the well-known banks. 

Various amalgamation schemes have been under 
consideration in order to provide a solution of the present 
difficulties. According to one, three banks whose names 
are frequently mentioned as being affected by the 
existing circumstances to a particular degree, are to 
amalgamate. According to another scheme the two 
leading banks are to take over two of the weaker banks. 
The disadvantage of both schemes is that all banks 
have more or less the same weak points to a varying degree, 
so that any amalgamation would merely accentuate the 
extent of their weak points. There can be no question 
at present of any official assistance, since it would support 
the movement in favour of the measures proposed by the 
promoters of the referendum. 

One of the sources of the difficulties is the system 
adopted by Swiss banks of issuing across the counter 
day after day, one-year bonds which to some extent take 
the place of fixed deposits. Such bonds are constantly 
maturing, and many holders are not inclined to renew 
them. While in the case of deposits, customers of old 
standing would be reluctant to take the initiative in 
withdrawing them, in the case of bonds falling due the 
funds can be withdrawn without having to take the 
initiative by simply abstaining from renewing the bonds. 
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HOLLAND 


As in Switzerland so in Holland there have been a 
fair amount of withdrawals of deposits in connection 
with the flight of capital. The position of Dutch banks 
is rather stronger than that of Swiss banks in general. 
They are extremely liquid; their foreign balances are 
not nearly as large as those of Swiss banks; and they 
have succeeded in reducing their German commitments 
to a much larger extent than Swiss banks. In this latter 
respect, however, it ought to be borne in mind that in 
one case, at any rate, a large part of the reduction of 
German commitments assumed the form of converting 
them into a claim against a certain group of London 
financiers which has so far been unable to meet its 
liabilities. 

The withdrawals of deposits created tighter monetary 
conditions in Amsterdam, and this was largely responsible 
for the increase of the bank rate on two occasions from 
24 to 44 per cent. The Netherlands Bank has been 
supporting the exchange actively, and lost a substantial 
proportion of its gold stock, its reserve ratio declining 
in one week from 80 to 71 per cent. At one time at the 
beginning of April it sought to discourage the with- 
drawal of gold by various technical devices, but the result 
was an intensified flight from the guilder in anticipation 
of the suspension of the gold standard. Thereupon, the 
Netherlands Bank took a more active part in defending 
the guilder. 

Acting upon official inspiration, the Dutch banks 
have endeavoured to discourage bear operations in 
guilders by refusing to buy forward guilders unless the 
sellers were prepared to give assurance that the trans- 
action was of genuine commercial character. In the 
past such tactics resulted in the widening of the discount 
on forward guilders to a degree which made it too 
expensive and risky to run short positions. On the 
present occasion, although the discount on forward 
guilders widened to record figures, the selling pressure in 
the guilder continued unabated. 


SWEDEN 


A minor change in the present banking system is 
going to take place in the near future through the merger 
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of two medium-sized banks, the Aktiebolaget Sydsvenska 
Banken and the Aktiebolaget Skaanska Banken. The 
former has a capital stock of 17 million kroner and assets 
amounting to 157 million, while the latter’s capital stock 
is 4 million kroner and assets 22 million. Both banks 
have their main activity in the South of Sweden with 
headquarters in Malmoe. The new bank is going to 
take the name of Aktiebolaget Skaanska Banken. Through 
this merger the number of Swedish joint-stock banks 
will be brought down to 28. 

The money market continues to be easy, the last 
three months’ Treasury Bill issue having been placed at 
a rate of 0-42 per cent., the lowest so far obtained. 
During March there has been a noticeable reduction in 
balances with foreign banks on the asset side, and a 
moderate increase in the same balances on the liability 
side. This may possibly be explained by the desire of 
exporters to reduce their holdings in foreign currencies, 
in view of the general monetary uncertainty. At the 
same time deposits and saving accounts show a moderate 
decrease against an increase in sight accounts. A slight 
increase in bill investments is partly due to the recent 
issue of Treasury Bills. 

The Bank of Sweden’s holdings in foreign currencies 
have reached the record height of 604 million kroner as 
per April 6. Notes in circulation were 656-3 million 
kroner. Government deposits have risen from 143 to 
200 million kroner, while private deposits have fallen 
from 390 to 299 million kroner. Gold to an amount of 
£1,700,000 sterling has recently been taken by the 
Riksbank from London, which is, incidentally, the biggest 
gold transport that has ever taken place in this country. 


POLAND 


It has been decided to amalgamate the Warsaw Bank 
of Commerce with the Anglo-Polish Bank. The Italian 
holdings in the former will be taken over by British 
interests, and the capital will be first reduced and then 
raised by the issue of new shares to the amount of ten 
million zlotys. As a result of these changes the share 
capital of the new bank will be 25 million zlotys with a 
reserve of 3 million zlotys. 
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ARGENTINE 


The Argentine Government bill for banking and 
monetary reform has become law. It provides for the 
establishment of a Central Bank, a general banking law 
and an institution to liquidate frozen assets. The capital 
of the Central Bank will be 30 million pesos. The bill 
differs substantially from the original scheme submitted 
by Sir Otto Niemeyer in 1933. 


CHINA 


Measures have been taken towards the unification 
of China’s local banking system. The Chinese Govern- 
ment acquired the controlling interest in the leading 
national banks, including the Central Bank of China, 
the Bank of China, and the Bank of Communications. 
This measure is connected with the difficulties caused by 
the appreciation of the silver and by the heavy outflow 
of silver reducing the volume of the metal available for 
banking purposes. 


Books 


PRACTICAL SOCIALISM FOR BRITAIN. By HuGH DALToNn. 
(London, 1935 : George Routledge & Sons. Price 
5s. net.) 


In this book Dr. Dalton re-states his banking policy 
explained in an article appearing in a recent issue of 
THE BANKER. He is at pains to reconcile the financial 
necessity for reduction of overhead charges of the banks 
with the political necessity of avoiding antagonising 
bank clerks and their dependants, representing several 
hundreds of thousands of votes. Thus, while he is keen 
on reducing the amount spent on directors’ fees, he makes 
it plain that the staff of the Big Five would continue in 
employment after the amalgamation of the banks into a 
Banking corporation. On the other hand, he intends to 
close down a number of redundant branches and hopes 
to pay off shareholders out of the proceeds of the sale of 
branch premises, an optimism which few people are 
likely toshare. The staft of these branches will be retained 
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in permanent sinecures for the rest of their lives. Dr. 
Dalton does not state whether their positions will be 
hereditary. 

Dr. Dalton attacks the banks on the ground that in 
recent years while their deposits have risen their advances 
have fallen. ‘‘ Instead of assisting trade recovery, they 
have been content to buy increasing quantities of gilt- 
edged securities.” Surely Dr. Dalton knows as well as 
we do that it was owing to lack of demand for advances 
that banks were compelled to employ their idle funds in 
buying Government securities. 











I LIBRI DI COMMERCIO DEI PERUZzI. By ARMANDO 
SAPORI. With a Preface by Signor AZZOLINI, 
Governor of the Bank of Italy. (Milan, 1935: 
S. A. Fratelli, Treves. Price 120 lire.) 


TuHIs book consists of quotations from the ledgers 
and confidential diaries of the famous fourteenth-century 
banking house of Peruzzi. It is an important contribu- 
tion to medieval banking history. It contains a wealth 
of information concerning early banking activity in 
London, where the Florence banking house was repre- 
sented by an important branch in Lombard Street. 
Professor Sapori, who has undertaken the difficult task 
of editing these business books, has contributed a lengthy 
introductory chapter which makes most interesting 
reading. The book was published under the auspices of 
the Bank of Italy, whose Governor, Signor Azzolini, pays 
a high tribute to the author in a Preface. 





























ECONOMICS IN PRACTICE. Six LECTURES ON CURRENT 
IssuES. By A.C. Picou. (London, 1935: Mac- 
millan & Co. Price 4s. 6d. net.) 


THE six lectures which are reprinted in this volume 
are as follows :— 

1. An Economist’s Apologia. 2. Economy and Waste. 
3. The Balance of Trade. 4. Inflation, Deflation and 
Reflation. 5. State Action and Laissez Faire. 6. The 
Economics of Restrictions. The lecture on inflation, 
deflation and reflation is particularly interesting. Pro- 
fessor Pigou is to be commended for his courage in 
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stating within the sacred walls of the London School of 
Economics, that reflation is not 100 per cent. evil. 
Although he now only circumscribes the conditions in 
which it is justified, he disposes of some sweeping argu- 
ments condemning reflation in no matter what circum- 
stances it takes place. Against the argument that once 
reflation has started it cannot be stopped, he quotes the 
example of the French stabilisation of the franc at four- 
fifths of the original value without bringing on currency 
collapse. 


PUBLICATIONS RECEIVED. 

THE CORRECT ECONOMY FOR THE MACHINE AGE. By 
A. G. McGREGoR. Second and Large Edition. 
With a Foreword by J. A. Hopson. (London, 
1935: Sir Isaac Pitman & Sons. Price 7s. 6d. 
net.) 


STATUS AND DUTIES OF SECRETARIES AND DIRECTORS. 
By HERBERT W. JORDAN and STANLEY BorrIE. 
Eleventh Edition. (London, 1935: Jordan & 
Sons. Price 3s. 6d. net.) 


SNELLING’S PRACTICAL INCOME-TAXx. By C. W. CHIVERS. 
Thirteenth Edition. (London, 1935: Sir Isaac 
Pitman & Sons. Price 3s. 6d. net.) 


Some Lloyds Branch Banks 
By Professor C. H. Reilly 


FEW years before the War the Commissioners for 
A the 1851 Exhibition in spite of the endowments and 

scholarships they had been awarding for scientific 
research for half a century still found they had money in 
hand. Now this first and most successful of all inter- 
national exhibitions had grown out of the laudable desire 
of the Prince Consort to bring about a legal marriage as 
it were between the Arts and Sciences, instead of the 
casual acquaintance with one another with which England 


* 


N 




















THE BANKER 


146 


had been content up till then. What more natural 
therefore than that the Commissioners should at last 
turn to do something substantial for the Arts as the 
weaker member of the Alliance having for so long and 
so lavishly supported the stronger. They had of course 
many years before provided a museum for both at 
South Kensington, but museums are dead sort of things. 
Someone looked round—I cannot help thinking it must 
have been Mr. Evelyn Shaw, the energetic Secretary 
to the Commissioners, who always seems to me to be the 
real father of the British School at Rome—and dis- 
covered that of all the great nations we alone had no 
eroup of carefully selected artists studying in what for 
centuries had always been considered the central home 
of the Arts, though Rome’s claim to that to-day would 
not now be accepted with the same unanimity as it was 
twenty-five years ago. France, for instance, had had 
her school, housed to-day in the Villa Medici, ever since the 
reign of Louis XIV, say for two hundred and fifty years. 
Even the United States had its Rome Scholarships and 
its school. The Commissioners then began to consider 
the project and it is said were offered at an extremely 
reasonable figure the Barberini Palace. However, for 
the British pavilion at an exhibition at Rome, Sir Edwin 
Lutyens had erected in the Borghese gardens in Pincio 
a plaster building consisting of a copy of the upper storey 
of the front portion of St. Paul’s Cathedral. It had 
unfortunately greatly pleased the Italians who pressed the 
Commissioners to turn it into a permanent structure and 
house in it the proposed British School at Rome. That is 
how the school of to-day possesses so strange a building, 
and one with so expensive a facade. Here, just before 
the War in 1913, gathered after a great competition the 
first three Rome Scholars, Bradshaw in Architecture —I 
know that very well as I am proud to say he was 
one of my students; Jagger in sculpture, and Colin 
Gill in painting. They have all made good—poor Jagger, 
the author of the fine Artillery War Memorial at 
Hyde Park Corner, has died in’ the  process—but 
not with the help of the Government or even with that of 
the Commissioners. With the returned French prizemen 
it is a very different matter. The French Government 
sees that they have important work given to them and 
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they as a result are at once marked people who, asa rule, 
quickly climb to the top in their various walks in life. That 
is not our English way. We appear to hate the logical 
anes. ag of any scheme. Having selected the finest 
young people in the country by the most severe test 
possible, having given them for three years an opportunity 
to work together untrammelled by any teachers in a great 
centre of the Arts, we let them return home as nobodies, 
and quickly forget all about them. Neither work nor 
official prominence is given to them. Indeed, a dis- 
tinguished architect on the governing body of the school 
itself suggested the returned architects should become 
clerks in the Office of Works. Was it jealousy or fear ? 
Anyhow, it showed a complete misundertanding of the 
enterprise he was supposed to be backing. It was at 
this juncture that the Directors of Lloyds Bank nobly 
stepped into the breach as regards the architects. They 
offered each in turn a branch bank to design and build. 
In this way Lloyds have become possessed of some of 
their most interesting branches and brilliant young men 
have through their influence on ‘en launched on successful 
careers. I remember three or four such buildings. By 
now, however, there must be narod to fourteen returned 
Rome architects. Bradshaw, after distinguishing him- 
self in the War, did a further two years at Rome. He 
must have finished therefore in 1920, which means fourteen 
returned scholars in architecture since his time. I hope 
the Directors of Lloyds Bank have not forgotten their 
scheme and are still about to give or have given a branch 
to each of these fourteen and will do so as well as to all 
succeeding Rome scholars. I wish the Directors of the 
other great banks would be as sensible and as far-seeing. 
I noticed when I was in Sweden lately the leading students 
in the Stockholm School of Architecture were already 
marked men whose work was being watched by the heads 
of the great banks and insurance companies. Our 
banks all have their premises managers to advise them. 
Do these latter follow the Rome Scholarship competition 
each year and watch for the returned scholars in order to 
have the privilege and honour of empioying them— 
the best young artists of their year? I doubt it, but 
| hope they will in the future. I have often wondered 
how the banks choose their architects, so varied are their 
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talents. In these articles we try only to illustrate the 
buildings about which kind things can be said, yet it is 
clear that the standard of those illustrated is often very 
low. What must it be therefore of those rejected and 
not illustrated? I got into trouble once by suggesting 
that the architect’s bank balances, not his architecture, 
was the criterion of choice. Until I find the banks, 
through their managers and advisers, making a real 
and honest search for the best young men, as Lloyds 
have done by utilising the returned Rome scholars, | 
shall still think there was something in my suggestion, 





BRANCH AT CATERHAM-ON-THE-HILI 


and that in the outcry it caused some evidence of its 
truth. 

With this long introduction to explain Lloyds sensible 
and patriotic scheme, in the nicest sense of that much 
abused word, I have not left myself much room to discuss 
the branches illustrated. By now, however, after so 
many years, the readers of this column must realise my 
point of view and be able to guess with considerable 
accuracy what I should say in any givencase. Let us begin 
the short notes, which are all I must now indulge in, with 
the first Rome Scholar’s bank, that of H. Charlton 
Bradshaw at Caterham-on-the-Hill. It will be seen at once 
that it is a charming little building in the Georgian 




















convention in which the twin difficulties of a low one- 
storey building and of a corner entrance have both been 


sot over With great skill. The shaving off of the corner 
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Mr. A. G. Johnson in conjunction with Mr. P. D. Hepwort) 


THE SLOANE SOUARE BRANCH 


of the building, no doubt a condition of the bank, has 
been compensated for as much as possible by the elegant 
circular portico Bradshaw has designed. So that nothing 
should compete with this it will be noticed how he has 
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suppressed the cornice and blocking course into a single 
band on the return fronts, and that this takes up the line 
of the latter. If his old master may make a suggestion to 


Mr. Horace Fie 
THE ALTON BRANCH 


him, now he is Secretary to the Royal Fine ArtsCommission 
and a great personage among architects, it might have been 
a trifle better if this band had taken up the lines of the 
cornice, a main feature, instead of the blocking course, a 
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subsidiary one. That, however, is a very small point. 
The bank should be very pleased at the delightful little 
building it possesses by the first of the distinguished 


3 





THE UPMINSTER BRANCH 


line of returned Rome men. 
The Sloane Square branch is by P. D. Hepworth (the 
second Rome Scholar I think he was, and now a well- 





152 THE BANKER 





known architect), in conjunction with Mr. A. G. Johnson, 
one of the bank’s salaried men. It is a good little frontis 
piece not offering the architects a great chance. Hepworth 


PHE TOTLAND BAY BRANCH 


has done a much finer bank for Lloyds than this and I 
hope will do many more. 
Our next example is the Alton branch by the late 
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Horace Field. Horace Field was a great expert in 
Georgian architecture and Alton is a charming little 
Georgian country town. I cannot make out from the 
photograph whether Field built the whole building 
or whether he merely inserted the door into an existing 
Georgian structure. The very clumsiness of the cornice 
suggests to me old country work, yet Field was quite 
capable of imitating that. The door is obviously too 
small and its detail out of scale with the rest of the 
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{rchitect] {[Mr. pee Gilbert 
THE BECKENHAM BRANCH 

building. It is an amusing mystery which the bank 
should resolve for us in our next number. 

The Upminste r branch I seem to have known as 
the butcher’s shop in the village when I lived near by some 
thirty odd years ago. If one imagines the small panes 
to the ground-floor windows taken away it is easy to see 
the meat still hanging there. It has been altered to its 
present purpose, I suppose, by the introduction of these 
panes and a stronger door, by Mr. A. G. Johnson, one of 
the bank’s own architects. 

















Totland Bay branch; what is there to say about 
that? The bank has inserted a new ground floor by Mr. 
F. S. Elgar and made a pleasanter job of it than Mr. 
Chappell. 7 | 

The Beckenham branch by Mr. Arthur Gilbert in 
brick and patent stone is quiet and domestic-looking and 
well suited, I suppose, to what is called a_ high-class 
suburb. . 

The Wisbech branch by Messrs. I. B. Ward and 
H. M. Cautley has more vigour to it. It is an effort. 





Irchitect [ Messrs. F. B. Ward and H. M. Cau 


THE WISBECH BRANCH 


The doorway is no doubt overloaded with its ladies and 
shield and fruit, but it makes a centrepiece focussing the 
whole design. The broad pilasters, the entablature, the 
plinth with its grooves, are all in character with it and 
in scale. This building is not exactly in the current 
taste and some people may say it is vulgar. Let the 
architects remember that Wren and Vanburgh were both 
in their time called vulgar, and so have most people been 
with something vigorous to say. 
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Bank Meeting 


MERCANTILE BANK OF INDIA 


INCREASED 


MR. J. M. RYI 


umnual general meeting of 
Bank of India, Ltd., was 
it Winchester House, E.C, 


chairman) said that 


1 difficult one for E 
slightly 


the 
istern 
net profits were 


is against £I1O1,6960 In 1933. 


! figures showed no substantial 


balance-sheet 
inges except perhaps the satisfactory increase in 
loans receivable and advances. The allocation to 
nsion fund was only £12,000 this vear instead of 
the usual £15,000, as they were advised that the 
fund actuarially able to take care of all 
its possible liabilities with the annual contribution 
luced to £12,000 per annum for at any rate the 
sent quinquennium, They had also this year 
luced from £20,000 to £10,000 the allocation to 
they had been so 
past. 


was 


bank premises account, as 


generous in this respect in the 
usual dividend, it was 


additional 


After providing for the 
proposed to allocate £25,000 as an 
provision for contingencies, while the 
forward would be slightly larger at £172,830. 
In recent months there had been difficulties in the 
roundnuts and seed markets in Bombay, and in 
e coming 


carry- 


connection with other articles of produ 
from the East, but considering the large 
involved and the widespread nature of 
lifficulties and the fact that the troubles 
iinly in parts of the East in which the bank 
itly interested, they had not, on the 
d more than others; so far as they 
loss of a substantial nature 
m, and this had been fully 


amounts 
the 
were 


is gre 
le, suffere 


Was 


AND LIOUID POSITION 


rRo* 
SLNRONG 


TURNOVER 


RIE’S SPEECH 


this left the latter institution practically in 
position of a commercial bank. Ther 
doubt it must gradually enter the field of b 
hitherto the Eastern 
banks, and increased competition was bound to 
follow. The interests of the Mercantile Bank were 
being well considered by the board, and they had 
no intention of being left behind in the race for 
business; on the other hand, they believed in 
co-operation and in avoiding unreasonable and 
ruinous competition, and it would be their object 
to work towards that end. 


the 
Was no 
inking 


carried on by xchange 


ri 
} 
t 


INDIA’S RECOVERY 

In spite of prevailing world conditions, India 
continued, slowly perhaps, but steadily, to recover 
from the economic blizzard which broke over the 
world so overwhelmingly in 1929-30. India had a 
well-balanced Budget, and a beginning had been 
made in the reduction of taxes. There could be no 
doubt that India had reached her taxable limit for 
some vears to come, and that existing taxation was 
so high as to prevent the normal flow of money into 
productive enterprise and in the development of 
her commerce and industries. 


here was a substantial increase in the ship- 
ments of raw cotton from India last year and 
particularly to the United Kingdom, this being 
the result chiefly of the visit paid to India in 1933 
by a Lancashire Trade Delegation, 


rhere had been little change in the jute industry 
in the past year, but the price of raw jute had 
improved, due to the propaganda on the part of 
the Government of Bengal to restrict the acreage 
of jute in order to adjust supply more nearly to 
consumption, The Tea Restriction Scheme 
tinued to have a steadying effect on the trade, 
although the general position was not nearly so 
good as for the pr 
crops of rice in both 


said 


con- 


vious season, The 193 
Burma and Siam mig 

to have been the largest 
ened with prices lowet 


until that 


on record, 
than ever, i 


any unprovement 








